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1 | Toronto, Ontario, 
July 13, 1971. 


3) ---The hearing commenced at 10.00 a.m. 

él THE CHAIRMAN: Ladies and gentlemen, 
63 the Royal Commission on Book Publishing is again 

7| convened. This morning we are opening a series 

3. of hearings in relation to the Second Interim 

y! Report which this Commission made to the Lieutenant 


Governor in Council on June 8th. 
The purpose of these hearings in 
125 our view is as follows: First, to examine the 


7 practices and policies of firms engaged in the 


ia distribution and wholesaling of mass market paper- 
5 back books and periodicals with particular 

61 reference to the methods employed in Ontario and 
1 the major regional centres in this province. 

iB! Second, as a result of the hearings to determine 
a whether further or other recommendations ought 


20 : to be made to the Lieutenant Governor in Council 
| 


in relation to matters already reported upon and, 


wal thirdly, to give an opportunity to all those 

23 affected by the Commission's Second Interim Report 
24! and by the proposed legislation to make 

05 representations to the Commission to be heard. 


sis Now, at the outset I think it 
a might be appropriate to make one or two statements 
a oe in relation to what it is a Royal Commission can 
AG 4 or cannot do with relation to matters of this 


i: kine having regard to the terms of reference of such 
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an Inquiry. 

I think that I would make reference 
to a particular case. Thereis much case law 
on this subject but in any event there is a particular 
case which is referred in Re Ontario Crime | 
Commission ex parte Feeley & McDermott, Ontario 
Reports 1962. In that case there is a favourable 
reference to the Children's Aid Society case which 
had been heard some years before. In that particular 


case Mr. Justice Riddell said this and I think 


it is a succinct statement of the functions and 


perhaps limitations of a Royal Commission: 


A Royal Commission is not 
for the purpose of trying a case or 


a charge against anyone, any person 


or any institution but for the 
purpose of informing the people 
concerning the facts of the mtter 
to be inquired into. Information 
Should be sought in every quarter 
available. It is usual and proper 
to have counsel appointed to assist 
in the Inquiry, but that does not 
imply that he alone has the right 
to call witnesses,or to determine 
what witnesses are to be heard. 
Fveryone able to bring relevant 
facts before the Commission should be 


encouraged, should 
be urged to do so.Nor are the strict 
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1 g rules of evidence to be enforced; | 
2 much that could not be admitted 
3 on a trial in Court may be of the 
4 utmost assistance to the Commission. | 
5 Moreover, everyone should have the 
6 right to cross-examine any witness 
7 whom he believes to be in error 
8 or to be supressing facts. This ight: 
9 ‘ of . course, is not to be abused : 
10 by urxd 1ewarit questioning." | 
11 
Now, there are many other statements 
‘ of law which relate to what I consider to be a | 
Succinct proposition. This is not a trial, | 
4 there are not parties in this aniters There are 
“i people who are interested in the processs we 
i are engaged in and we will do our utmost to ensure 
H that everyone is heard and has an opportunity 
18 us 
to say his piece. 
19 
There will be examination and cross- 
a examination Bad. che required at any time, counsel 
" or any witness es ay the protection of the 
a Ontario Evidence ce mee the Canada Evidence Act 
1 bier keh ao eee: | 
24 | 
Having said this, we will proceed. 
= Counsel for the Commission is Mr. Holland. He 
ca has Pe een rane ane tnie for the preparation of the 
7 proceedings today and I would ask Mr. Holland if 
mt he would commence. 
29 


MR. HOLLAND: Thank you, Mr. Chairman. 
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Perhaps I can first introduce to you and to the 
Commissioners, Mr. O'Donnell who appears with me 
as Associate Commission Counsel. Mr. Joseph 
Sedgwick, Q.C. and Peter Rideout, Q.C., appear 
for Metro Toronto News and its Associated 
Companies. I know of no other counsel here who 
at the moment wish to take part in the proceedings. 
You will have noticed, Mr. Chairman 
and Commissioners, that on the platform there is 
a diagram, two lists of names and two maps. In 
preparation of the evidence for the Commission 
it seemed clear that there was quite often some 
trouble in the use of names to describe certain 
companies and the functions that they perform. 
So, if I may deal first with the diagram, it 
appeared from our investigation that periodicals 
and softback books came first from the publishers 
to what we have called a North American 
distributor. It went then from the North American 
distributor to, in Ontario, what we have called 
Ontario g2ographical wholesalers. The two lists 
show, first, the main North American distributors -- 
and there were 13, 12 of whom are United States 
distributors primarily or come from the United 
States and one of which is English. There are 
then 19 Ontario geographical wholesalers and those 
wholesalers are also listed. 
If I may then direct your attention 
to the two maps, you will see, of course, that the 


maps represent southern and northern Ontario. We 
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have shown the geographical location of the Ontario 
geographical wholesalers on these maps and to 
Some extent the territory covered by these 
wholesalers has been coloured in different colours 
on the maps. 

I would ask, Mr. Chairman, that the 
chart or diagram be marked as the first exhibit 


to this hearing, that the two lists be marked as 


the second exhibit, that the map of southern 


Ontario be marked as the third exhibit and the 


map of northern Ontario be marked as the fourth 
exhibit and I suggest that these exhibits could 
be marked at this time by the Secretary. 

THE CHAIRMAN: Yes, we will do | 


that. 

ep MASARENS NO, Js Diagram. 

-~--EXHIBIT NO. 2: Two lists of names. 
---EXHIBIT NO. 3: Map of southern Ontario. 
---EXHIBIT NO. 4: Map of northern Ontario. 


MR. HOLLAND: While these are being 
marked, Mr. Chairman, if I may call the first 
witness and have him sworn, Mr. Mark Molasky. 

MR, SEDGWICK: As Mr. Holland has 
told the Commission I am representing Metro Toronto 
News and its Affiliates and Mr. Mark Molasky, who 
lives in St. Louis, Missouri, is the President of 


the dominant company, Metro Toronto News and I merely 
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1 want to comment on my position as his counsel. 

2 According to an undertaking that 

3 was given by calling Mr. Ridout, we are producing 
4 Mr. Molasky and also producing the Manager of 

5 the company, a Canadian, Mr. John Romanez 

6 who has been subpoenaed but I had intended to 

7 produce him whether he had been subpoenaed or not. 
8 I believe through Mr. Ridout and myself we have 

9 co-operated fully with Commission Counsel. 

10 Mr. O'Donnell, who is Mr. Holland's 
11 associate attended in St.Louis at our invitation 

12 and examined all the documents dealing with the 

13 acquisitions of distributorships which have 

14 been made by clients. 

15 Then, ina letter to Mr. Ridout 

16 on June 24th of this year, Mr. Holland asked 

17 for certain information and all of that information 
18 I believe, has been supplied in a letter from 

19 Mr. Ridout’. to Mr. Holland, dated the 7th of 

20 July, 1971. I say all of the information. Mr.Holland 
1 asked for lists of paperbacks and magazines that 

22 are distributed by my clients and it would have 

23 taken weeks to list them, they change constantly, 
24 but Mr.Romanez who will be called can, I think, 

25 give the Commission sufficient information as to 

26 the scope of our distributorship. 

27 Then, in the Subpoena to Mr. Romanez 
28 the documents asks that he should produce the 


last audited financial statement of my clients. 


29 
30 I am not willing to produce that statement for 
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public inspection because it is sent to me -- and 
I believe-- that it will embarrass us with the 
publishers, with North American distributors, with 
rival geographical wholesalers and also with 
retail dealers. 

THE CHAIRMAN: Mr. Sedgwick, on the 
point that you raised with respect to that, we 
could say to you that for public inspection we 
do not want to receive the document for our 
confidential use, if that might be satisfactory? 

MR, SEDGWICK: I spoke to Mr. Holland 
about it and I merely say this now so that it can 
be of record: my clients will produce it on those 
conditions, that is, that it is for the confidential 
information of the Commission and counsel and that 
in any report that may be made it will not be 
referred to as to figures and data. 

THE CHAIRMAN: This will be 
satisfactory as far as the Commission is concerned. 

MR, HOLLAND: Mr. Chairman, I think 
that is quite satisfactory. We would, however, like 
to have a figure for the gross sales, 

MR. SEDGWICK: I don't think we have 
any objection to that. It is the breakdown which 
is in question, profits and losses, 

THE CHAIRMAN: These data are a 
matter of record for most of the firms in the 


trade. 


MR. SEDGWICK: Then, Mr. Chairman, may 


I make a comment? 
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THE CHAIRMAN; I would be surprised 
if you didn't, 

MR. SEDGWICK: The Interim Report 
is dated the 18th of June, 1971 and it led to 
the passing of Bill No. 34 on the 14th of June. 
I was retained subsequent to the 14th of June 
and I wrote Mr. Holland asking that I be given 
access to any evidence that had been taken 
by the Commission theretofore and on June 30th 


Mr. Holland wrote me: 


The Commission has not taken any 


evidence to date," 


That was the 30th of June and I 
must say that I find it strange that on no 
evidence at all the Commission should make a 
report. 

THE CHAIRMAN: Mr. Sedgwick, before 
you go any further on that particular point, 

I think that Mr. Holland made it quite clear that 
the Commission had no hearings and taken no 
evidence in relation to this matter prior to that 
time or prior to this time but certainly the 
Commission had undertaken an investigation and 
had certain facts before it before it made its 
recommendations, 

MR. SEDGWICK: Mr. Chairman, I am 
aware of that but ordinarily Royal Commissions sit, 
hear evidence, cogitate and sift evidence and 


make reports. I have had to deal with a great many 
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1 of them, including the Feeley one and I had 
2 thought that that was the way it should be done 
3 because, as you are aware, the Interim Report seems 
4 to be largely directed at my clients and as a 


5 result ended in legislation Seriously handicapping 


6 them. 


29 


30 


© 


Nethercut & Co, Ltd. - 2800 - 


Toronto, Ontario 


1 Indeed, thinking tne matter over, 

2 the only parallel that came to mina was Alice 

3 in’ Wonderland where, you recall, the White Queen | 
4 said "Sentence first and verdict afterwards". I 
” do hope wher the evidence ts before the Commission, 

6, it may correct or modify the views that it expressed 

7 before it had ary evidence and cnly had what must 

8 be necessarily the one-sided evidence of private 

9 investigations. Having said that, Mr. Molasky 

"| is here. I will produce him anc I felt the 

11 | convenient way to proceed would be to have Mr. 

1! Holland ask him any questions that he cares to 

a ask him and then, if there are some matters that 

14| I think would be helpful and have not been touched 

15 on, I trust I may be permitted to ask a few 

16 questions then. 

17 THE CHAIRMAN: It will be our 

18 practice, Mr. Sedgwick, we may at our discretion, 

19 ask questions ourselves. 

20 | MR. SEDGWICK: OTfreourses tnat | 
21 is the function of Royal Commissions. | 
22 THE CHAIRMAN: Before that, may 


I also say we have anticipated all of that | 
ard’ we have: saidpvsrealty ysat=ther outset, the : 
purposes, among other things, our set purpose 
is to do exactly that which you suggest. If 


circumstances warrant, we are prepared to make 


further recommendations to the Legislature. 
MR. SEDGWICK: Of course, ~thank 


you. 
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HOLLAND: Mr. Molasky? 


SEDGWICK: May I just make 


va comment that probably comes better from me 


than Mr. Molasky. 


young man of 24 ye 


Mr. Molasky, as you see, is a 


are ,~dDubiit Ls.an,.old.family 


business founded in the early years of this 


century by Mr. Mol 
would not want the 
at 24, had created 

THE 
little bit of hist 
welcome Mr. woias tk 


we are taking our 


asky's great grandfather. I 
Commission to think that he, 
this business. 

CHAIRMAN: We are aware of that 
ory you have given us. We 


Vieyosna these circumstances | 


evidence under oath and I would 


be obliged, if you would take the Bible and swear. | 


MARK MOLASKY, sworn 


EXAMINATION BY MR. 


A. 
Q. 
Allan Molasky? 
Are 


Q. 


HOLLAND: 


You are Mark Molasky? 


Yes. 


Where do you reside? 
St.Louis, Missouri. 
How old are you? 


24, 


Yes. 
Also,of, St.Louis, Missouri? 


ZOur are.the wo0n,.2 believeée.e of | 
| 

Yes. | 
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Q. What is your position with 
Pierce News Company Incorporated of St.Louis? 

A. President. 

Q@. Do you hold any other position 
with that company, any sreeial position as a 


director?’ 


A. Exporter. director and treasurer. 


Q. Are yon responsible for 
acquisitions for that company? 

A. Yes. 

Q@. I understand that Pierce News 
Company owns Metro Toronto News Company Limited? 

fs OTe s. 

Q. Which, in turn, owns 50 per 
cent of tne limited partnetrishin known as Metro 
Toronto News Company? 

ADs YES 

Q. Who owns tre other 70 per cent? 

AY 1 believe Milton Rettman 
and <hnis’ family. 

Q. Where are they from? 

A. Bridgeport, Connecticut. 

Q@. And I understand that under the 
arrangement with the Rottman family, Metro Toronto 
News Company is actually controlled and managed 
by Pierce News Company Incorporated of St.Louis? 

A. Yes, managed by Pierce News 
Company, not controlled. 

Q. It is managed by Pierce News 


Company? 
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t A. Yes. 

2 THE CHAIRMAN: JI might ask the 

3 question, who controls it? 

4 THE WITNESS: It is a 50-50 

5 ownership. 

6 MR. HOLLAND: Q. Between the 

7 Molasky group and the Rottman family? 

8 A. Wes), 

9 ig Q. But managed by the Molasky 

10 group? 

11 A. By Pierce News Company. 

12 Q. That is a family company, if 
13! I can put it to yqu that way? 

14 "BA. TRight. 

19 . Q. ‘Can/we refer stotit as the 

16 Molasky family group, then? 

17 A; Yes: 

18 @: Ssé the eontrol rests with you 
19 and your father? 

20 AXSGY G82 

21 Q@. In our investigation we have 
92 come across another company called Somerset 

23 Specialties Limited. Who controls that company? 
24 |' A. Pierce News Company. 

25 Q. Can we call it, again, the 

6 Molasky family group? 

27 Ave -Yes« 

28 Q, And as I understand 164 

29 Somerset Specialties Limited now owns, or cantrols 
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Lambton News Service of Sarnia and TV Carrier 


Sales, also of Sarnia? 


foe ViYes:, 


Q. Then we come across another 


company, Somerset Enterprises Limited. Do you 


know of that company? 


AY I would have to ask Peter Ridout. 


Q. That is your solicitor? 


Aw Wes. 


Q@. I am showing you a letter 


on the letterhead of Somerset Enterprises Limited, 


that is a Xerox copy of the letter. Is that your 


signature? 
A. Yes. 
MR. HOLLAND: 


next Exhibit, Mr. Chairman? 


THE CHAIRMAN: 


the document? 


MR. HOLLAND: 


May this be the 


Would you identify 


This isa letter, 


Somerset Enterprises Limited, headed "Somerset 


Enterprises Limited, 85 Richmond Street West, 


Toronto, Ontario: 


“pear? RetaileroR® Trane 


THE CHAIRMAN: 


MR. HOLLAND: 


Is there a date? 


No date. 


"Dear Retailer: Effective 


immediately Somerset Enterprises 


Limited, which is affiliated with 


Metro Toronto News Company, has 


been appointed distributor for 


a Se aa. 
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Triangle eieishet oes in your 

area. This includes r¥ Guide ; 

Seventeen and other quality 

publications. We have not as vet 

established an office in the 

Kitchener area, but we will be 

doing so very shortly and you will 

be notified immediately thereof. 

If you have any problems, please 

consult your delivery service man. 

"Yours sincerely, 

"Somerset Enterprises Limited. 
"(Signed) Mark Molasky, 
"President." 

MR. SEDGWICK: So we will not be 
labouring under a misunderstanding, I am told there 
is no Somerset Enterprises Limited. It is a 
secretarial error and it should have said 
"Somerset Specialties Company". There is no 
company of this name. 

MR. HOLLAND: I wondered, because 
we couldn't find it in the search. 

MR. SEDGWICK: The name was changed 
to Somerset Specialties. 

MR. HOLLAND: Getting back to 
Somerset Specialties Limited, is it correct that 
Somerset Specialties Limited purchased all the 
outstanding shares of Western Ontario Distributors 
Limited of London? 
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---EXHIBIT NO. 5: Letter from Somerset Enterprises 
Limited (copy) undated 


MR. HOLLAND: Q. So I gather 
from that the Molasky family also controls the 
distribution in the London area? 

AS: alee. 

THE CHAIRMAN: Would you ask him 
when he sent out that Exhibit 5? 

MR. HOLLAND: Q. That letter to 
retailers in the Kitchener area, can you tell 
us approximately when that letter was sent? 

A. I believe it was sent on 
Monday morning. 

Q. But what date? 

A. The last week in May. 

Q. The last week in May? 

As. Yes. 

Q. Of this year? 

A. Yes. 

Q. Is it also correct that Metro 
Toronto News Company Limited, which is fully-owned 
by Pierce News Company Incorporated of St.Louis, 
bought the shares in Upper Canada News Limited 


of Belleville? 


Qtr -So, as I understand it, the 
Molasky group at the present time, has 50 per 
cent, including the management of the Toronto 


area, has 100 per cent of Sarnia, 100 per cent of 
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London and 100 per cent of Belleville? 

AY “Yes. 

THE CHAIRMAN: I‘ wonder, Mr. 
Molasky, this is a procedure not too many of us 
are used to. I wonder if you would, to record 
the answer, you would say '‘Yes" or "No" instead 
of. nodding. 

THE WITNESS: ALP Pent:s 

MR. HOLLAND: (}. The answer was? 

A. We bought the territorial -- 
we did not buy the Upper Canada corporation. 

Q@. You bought the territory? 

Ae ?*Ye's ; 

Q.. J. see, And ven were the man 
in charge of acquisition on behalf of Pierce 
News Company and in charge of the acquisition 
of these areas? 

APoes ys it. 

e. sernG. trom this, is Lt: fair to 
say that you are fairly familiar with distribution 
and wholesaling of periodicals and paperbacks 
in Ontario? 

A. Not 100 per cent, but fairly 
familiar. 

Q. You heard my introduction --- 

THE CHAIRMAN: We are having 
aifficulty hearing. 

MR. SEDGWICK: I can't hear either. 
I don't know if it is too low in this direction, 


or maybe not working at all. 
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1 THE CHAIRMAN: It is working. 

a Just get right up to it. We would have to hang 
3 something around our necks to do this. 

4 MR. HOLLAND: G. .mrs VeLesky.,.. I 
5 think you heard my introduction of the first 

6 four Exhibits to the memhers of the Commission? 
7 As LES, (817 

8 Q@. Dealing with Exhibit 1, which 
9 is the chart, was my introduction correct in 

10 indicating a flow of periodicals and paperbacks 
11 from the publishers, to start with, to or in the 
12 direction of North American distributors and 

13 from there in Ontario to Ontario geographical 

14 wholesalers? ‘ 

15 A NCS tea’ 

16 Q. Dealing with Exhibit 2, which 
17 is a list of distributors and Ontario geographical 


wholesalers, I think you have had an opportunity 
of studying that list? 

A. Yes, sir. 

Q. And the distributors are 
13 in number. Would you agree that those 13 
represent the great majority of the North 
American distributors, that is, in the amount 
of material distributed in this line? 

Ay Yes, sir: 

Q. I think you have also had 
a chance to look over the 19 Ontario geographical 
wholesalers. Would you'again agree that, subject 
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that list covers the whole list in Ontario? 

A. Yes, sir. 

@. I think you have also had a 
chance to look at the map of Southern Ontario, 
Exhibit 3. Is there anything you see wrong with 
that map, insofar as the geographical location 
of these wholesalers is conedrned? 

Ae6 ONO, Sirs 

Q. You will notice that_some of 
the areas on the map are listed in red and, 
in particular, Sarnia and Western Ontario 
Distributors in London ana Belleville. Are those 
the geographical areas covered by those three 
Ontario geographical wholesalers? 

Ae. LES, Sar, 

Q. And there is also listed or 
shown, Metro Toronto News Company, but that is 
shown as a dot, and, as I understand it, the area 
of Metro Toronto News Company extends, actually, 
right up to Parry Sound, right up to Bruce 
Peninsula, is that correct? 

A. Yes, sir. 

Q. I have a crayon here. If you 
can,would you sketch in the area controlled 
geographically by Metro Toronto News Company, or 
possibly you can show it on an overlayer. 

Q. Could I ask Mr. Romanez? 

MR. HOLLAND: Mr. Romanez, would 
you mind coming up and assisting Mr. Molasky? 


THE CHAIRMAN: I take, it, Mr. Holland, 
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4 Mr. Romanez will be called later on to substantiate 
2 the veracity of the evidence we are now about to 
3 hear? 

4 MR. SEDGWICK: JI think,. when we 
5 come to the details of distributorships, Mr. 

6 Romanez, who is here, knows the day-to-day operation 
, and is a more reliable witness than Mr. Molasky, 
8 who is in St.Louis and only knows in a general 

9 way, for instance, as the specific retailers 

10 who are served, I prefer to rely on Mr. Romanez. 
11 I don't think Mr. Molasky does know. 

12 MR. HOLLAND: Q. Mr. Molasky, 
13 with the assistance of Mr. Romanez, you have now 
14 marked the area serviced by Metro Toronto News 
15 || Company. Is that correct? 

16 is Yes Are re 

17 @. Thengel wowld like to turn to 
18 Metro Toronto News Company and Metro Toronto 

19 News Company Limited. When did Pierce purchase 
20 Metro Toronto News Company Limited? 

al 
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1 A. Approximately two and a half 

2 years ago, maybe three years. 

3 Q. As I understand it the 

4 transaction closed on January 14th, 1969. Would that, 
5 be correct? 

6 a. Yes. 

7 Q. And from whom was this company | 
8 purchased? 

9 A. Mr. Swindon and Ben Wilcox. 

10 Q. And what was the purchase price} 
11 A. $1,900,000 Canadian. | 
12 Q. And that was for a half 

13 interest, as I understand it, in the business because 
14 the Rottmars had the other half? 

15 A. Yes, sir. 

16 Q. And was that paid in cash? | 
17 A. Yes, sir. 

18 Q. Was the financing for that 

19 $1,900,000 arranged through Canadian sources or 

20 Canadian banks? 

2k A. Through our own sources in 

22 St. Louis, 

23 Q. And can you tell us please 


the volume of sales of Metro Toronto News Company 
as of 1970, the gross sales? 


A. $10,500,000 U.S. 


Q. And this represents, as I 
understand it, sales of pertodicals and paperbacks 


in the area that you have just shown on Exhibit 3? 
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1 Q. I assume that you are 
2 personally familiar with the legislation proposed in 
3 Ontario dealing with the ownership of what we might 
4 call geographical wholesalers by non-residents? 
5 A. Yes,peirt . 
6 Q. And, generally speaking, 
7 that legislation required, as I understand it, 
8 75 per cent Canadian ownership of wholesalers in 
9 businesses acquired on or after June 14th, 1971? 
10 A. Yes, sir. | 
11 Q. So the effective date was | 
12 June 14th, 1971? 
13 A. Wee, - Sirs 
14 Q. When did you first hear of this 
15 proposed legislation? | 
16 A. June 14th, 1971. 
17 Q. From whom? 
A. From Mr. Romanez. 
Q. And how? 
A. By telephone. | 
Q. To.St« Lous? | 
A, Yes, sir. 
Q. That was the first you had 
heard of it? 
A. Yes, sir. | 
Q. Then, Mr. Molasky, I want 


to turn to Sarnia and the acquisiticn of Lambton 
News and TV Carrier. 
THE CHAIRMAN: Mr. Holland, before 


you move to that, I have recorded the last answer. 
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1 I would like you to ask, please, if there are any 
- agreements or other arrangements between Pierce 

3 News Company as principal shareholders, as 50 per 
4 cent shareholders in Metro Toronto News as to 

5 a limited partnership, if there are agreements as 
6 to control, if there are agreements in relation to 
7 management and if there are such agreements, can 

8 we have those produced in due course? 

9 THE WITNESS: My attorneys have 

10 those agreements. 

11 THE CHAIRMAN: Do I make myself 

12 clear, Mr. Sedgwick? 

13 MR. SEDGWICK: Yes. You mean the 
14 agreement between the two partners of Pierce News? 
15 THE CHAIRMAN: No, the two partners 
16 in Metro Toronto News. 

17 MR, SEDGWICK: ‘Yes, Pierce News 

18 is one company and Rottman is the other partner. 
19 MR. HOLLAND: That is correct. 
20 MR, SEDGWICK: I am told by my 
21 colleague here from St, Louis that we can get them 
22 but not today, they are not here. 

23 THE CHAIRMAN: That is what I 


Suggested, if they can be furnished in due course, 
MR, SEDGWICK: Yes, we will get them. 
MR. HOLLAND: Q. Then, if we can 

turn to the acquisition of Lambton News and the 

TV Carrier in Sarnia. I am showing you a Xeroxed 

copy of what appears to be an agreement of purchase 


and sale dealing with Lambton News Service and TV 
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1 Carrier Sales and can you identify your signature 

2 as appearing on page 11 of that agreement? 

3 A. Yes, sir. 

4 MR, HOLLAND: May this be the next 
5 exhibit, Mr. Chairman? 

6 THE CHAIRMAN: It will be Exhibit 6. 
7 


---EXHIBIT NO. 6: ll-page agreement between 
8 Lambton News and TV Carrier, 
Sarnia and Pierce News Company. 


9 

10 MR. HOLLAND: Q. Mr. Molasky, I am 
il Showing you an extra copy of this agreement which 
12 you can use if you wish and this agreement is dated 
13 May 25th, 1971 and the purchase price was $239,000 
14 cash. Was that purchase price paid? 
Ss A. Yes; -s4.r; 

16 Q. And was this also fjnanced 
17 in. St. Louis? 

18 A. No, it was financed through 
19 the Toronto-Dominion Bank. 

20 THE CHAIRMAN: To what extent and 
21 under what mechanism was that undertaking with the 
22 Toronto-Dominion Bank? 

23 MR, HOLLAND: Q. Was it fully 

24 financed through the bank? 

25 A. Yes, sir. 

26 Q. And was it guaranteed by some 
27 company or individual, was the loan guaranteed in 
28 some way? 

29 A, It was guaranteed by Metro 

—— 3 Toronto News Company Limited, Pierce News Company, 


j 


vie | 


rene) 


_ 7 
—— > i ; : E \ 
putanals seo vba yoy aso bir 


» 


‘Wineaaenye seq 0, ff. “304 
" rhe me af 


? 


_ 


TASS snr ad aide ysh (UMALION AM oh Sele 


Yremitedo .iM idinxe 


«BLO UARE ont Ente YT SAMA ANO BET 


te 


nogwtad Inemestas egeq-[f ° ;0 .0” TIGLAXY--- 
| tatyis VE be awa notdmel | 


yasqmed eweayt soratt bie bintsd 
ms T ,vAeefoM. 1M «2 SMMALIOH ,HM 
jo'dw thamestye ehdd Yo yqoo ezixe mb voy gniwoda 
Sremsasigs etag bas detw voy 4: Sea MEDS VOY 
900, CFS Baw sokag ea sriditug edd bas [TOL .AseS yam 
Tod Bg 6911 satnoirg teds sew .cdaso 
. ike. aay vA 
boonén |} offs aint #ew baA - 
| faluol .32 at 
: 
. Mucor! Svo1sakt saw ot .on oA 
<Ans& motmimol-osnore? and 
ba6 Jnetxo ‘otw of  itHAMHLAHOD BHT 
. sm dglw sclxvc) tebe deel BBW alnenoas tadw tebmu 
x wane gotnimd-osn0 xT 
is Viiv? 45 o/s (OMALIO“ |. AM 
qd 


faned etd dguoteds Heonealt 


tte <aeY A 


asoa 40 bsetnsreig sf aew bad 7%) 
ni SeeineteGgy osel sit aew .Ievbiviba! wo yasgane 
Sw 9on0.8 
Mi 
O179M yd bestnersuy sow tf A 


Mnsqmo awoMt o0rsid ,bedimhl ymeqmod ewok ogdnoiwT ~ 


NO 


Nethercut € Co. Ld. = 2815 a Molasky, ex 
Toronto, Ontario (Hol la nd) 


Mark Molasky and Allan Molasky. 

Q. And it appears from this 
agreement that the gross sales for the year prior to 
the agreement was $465,000? 

A. Yes,.617., 

THE CHAIRMAN: Mr. Holland, are 
the usual bankers for Mr. Molasky's organization 
the Toronto-Dominion Bank? 

THE WITNESS; Yes, oo.T. 

MR. HOLLAND: Q. Would you turn 
to page 7 of the agreement, Mr. Molasky, ieiea eraph 


5 and I will read it to you: 


The transaction of purchase 
and sale resulting from your 
acceptance of this offer shall be 
Closed at the offices of Messrs. 

. Manning, Bruce, Macdonald and 


Macintosh, Toronto, Ontario 


at the hour of eleven o'clock in the 
forenoon on the 30th day of June, 
1971 or at such other place and 

Such other date and time as may be 
mutually agreed upon which date and 
time or other date and time is 
herein referred to as the time of 


Closing or the date of closing." 


Did I correctly quote that paragraph? 
A Yes, sir. 


Q. And the closing date, then, 
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Tcsnse Bia (Holland) 
1 was the 30th of June, 1971 or such earlier time 
2 as might be agreed upon? 
3 A. Yes, sir. 
4 Q. And that date would be after | 
5 the effective date of the legislation? 
6 A. Yes, sir. 
7 Q. When was the transaction, in 
8 fact, closed? 
9 A. June llth, 1971. | 
10 Q. That was a Friday, I believe? _ 
11 A. Yes, sir. | 
12 Ql The legislation became 
13 effective on the Monday or the effective date was 
14 the Monday? | 
15 A. Yes;* sir 
16 Q. Why was it closed on the 
17 Friday before the legislation became effective on 
18 the Monday? 
19 A. I was up here attending a 
20 luncheon in Toronto, Pete: Ridout -- | 
21 Q. Where was the luncheon held? 
22 A. At the Inn on the Park in 
23 Toronto. 
24 Q. What date? 
2 A. Wednesday. 
26 Q. That would be the 10th? 
27 A Yep, eir. 
28 Q. No, the 9th. It was held on 
29 the Wednesday you say? 
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(Holland) 
Toronto, Ontario 

Q. Yes? 

A. I talked to Peter Ridout, 
Peter recommended that as long as I was here we 
might as well close the contract. ) 

Q. Was your presence necessary in 
Toronto to physically close this transaction? 

A. Yeuy . sir. 

Q. Why? 

A. The signing of the cheques. 

Q. That was the only requirement | 


that would bring you back to Toronto, to sign 


these cheques? 


THE CHAIRMAN: I take it, Mr. Holland, | 
that the discussion with Mr. Ridout in connection 


with the early closing, took place on the Wednesday, 


| 


the 9th, is that the date it took place? 


MR. HOLLAND: Q. Can you help us 


on that? 

A. I think Mr. Ridout has some 
notes, 

THE CHAIRMAN: If you could answer 
to the best of your recollection. See if you can 
remember, 

THE WITNESS: Mr. Ridout had all the 
papers and he recommended that I close on June llth. 


THE CHAIRMAN: When did he make that 


recommendation to you, what day? You were here on 
the 9th. 


THE WITNESS: A week prior to my 
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(Holland) 


coming up. 

MR. HOLLAND:Q.Around the 4th of 
June? 

oe Yes; 

Q. And was that by letter to you? 

MR. SEDGWICK: Mr. Chairman, under 
date of July 7th, 1971, Mr. Ridout, who was the 
Solicitor throughout and who arranged the closing 
set out in full in a letter to Mr. Holland the 
reason why the transaction was closed on June llth. 

MR, HOLLAND: With great respect, 
Mr. Chairman, Mr. Sedgwick is not sworn. If 
Mr. Ridout wishes to go in the box and give his 
evidence, that is fine. With great respect I 
would like to hear the reasons given by this 
witness on oath. 

MR. SEDGWICK: It is a legal matter 
and I thought Mr. Ridout was qualified to give 
this information. 

THE CHAIRMAN: Certainly, gentlemen, 
the witness is competent to give evidence. 

We are talking of matters which are of recent date 
and he is quite able to answer within the framework 
of his own recollection and certainly since he is 
in the position of a principal in relation to 

Mr. Ridout, I think you should pursue this matter. 

MR, HOLLAND: Q. Mr. Molasky, it 
might be easier for you if you tell us everything 
that happened bringing about this early closing 


on the Friday, the 11th? 
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A. The only thing that was arch ant! 
about was that I was here in Toronto, I was planning 
to leave town, I had no prior information and 
I guess when you are talking to me I knew this 
was to be closed strictly for a business reason 
and the convenience of being up here in Toronto 
at which time I could sign cheques. 

Q. I think you mentioned same 
communication with your solicitor about a week 
before, Mr. Ridout? 

A. Tes Vsir 

Q. Do you remember whether that 
was by telephone or by letter? 

| A. I was travelling between 
St. Louis, New York and Toronto so much that 
I never saw my mail. 
Q. And it was the suggestion of 


your solicitor that you closedearlier while you were | 
in Toronto for this dinner? 

A. Nebg sta ra 

Q. If there is any letter -- 
will you please search around during the recess 
in your solicitor's file and produce that letter? 

A. a wi2, 

Q. When did you make the 


financial arrangements with the bank concerning this 


loan? 


A. The day I closed this which 
was May 25th. 


Q. The day you Signed the agreement? 
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A. Yes. #12» 

Q. And then the money was available 
to be advanced or drawn at any time? 

A. Yes, 

Q. Was there anything to prevent 
you giving a direction to the bank to advance the 
money to your solicitors in trust so that they 
could sign the cheque? 

A. No, but as President I 
felt that I should be here to close the transaction. 

Q. Did you physically attend at 


the time of closing? 


A. TAM d, 

Q. Where was that? 

A. In Mr. Ridout's office, 

Q. And that was the only reason 


for this early eveatiin) the fact that you were 
physically in Toronto and wanted to sign the cheque? 
A. Besides that there were 
still some negotiations going on by Mr. Ridout 
for contracts for employees and I handled this 
with Mr. Ridout in the afternoon -- Board of 
Directors fees, 
Q. Was there any other reason that 
the transaction would close earlier? 


A. No, 
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1 Q@. And you have already, I think, 
2 identified the geographical area covered by 

x - Sarnta-on the map, Exhibit 3? 

4 Ac Yes 5.9.7. 

LS Q.°-- Now, let us switch to Londony 

6 Ontario and Western Ontario News Distributors 

7 Limited. 

8) THE CHAIRMAN: I wonder if we might 
9 inquire as to whether this is the first trip back 
10 to Toronto by Mr. Molasky since June the llth, 

11 or whether he has had other opportunities to 

pe visit Toronto since that period of time? 

13 MR. HOLLAND: Oper ou heard the 

14 question? 

15 A. I have been up here two or three 
16 times. 

17 THE CHAIRMAN: Uns, Ls biG LArst 

18 time after June the llth you have been to Toronto? 
19 THE WITNESS: bacon 't .nemenber.. 

20 TEreould find that in my, files. 

1 THE CHAIRMAN: We would be obliged. 
22 MR. HOLLAND: Q. When did you 

93 return to St.Louis after June the 11th? 

24 hewn dune dibths,that.very.day- 

95 Q. Turning to the purchase of 

6 the London area, if we can call it that, as l 

07 understand it, this was accomplished by the purchase 
28 of 60 per cent of the shares from a gentleman by 

29 the name of Reginald Halliley and the balance 

30 | of 40 per cent of the shares from William Burns, 
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Phillip Birch, Western News Co. Limited. Is that 


eorrect.? 


Q. J understand that $239,000 ir 
cash was paid to Halliley for his 60 per cent 
interest? 

A. eYes,-sir. 

Q. And $125,000 in cash was paid 
to Burns, Birch, Western News Co. Limited for 
their 40 per cent interest? 

As Yes,asir. 

Qs Can you tell us, first, Why 
there was such a substantial difference in price 
between the 60 per cent and the 40 per cent? 

A. There was a substantial 
difference. 60 per cent of that was controlled. 
It was also a matter of negotiating with Reg., 60 
per cent Sarnia and 60 per cent London and it 
is not really a true figure. “The total cash was 
the true figure, but the splitting up of the monies 
was allocated by Reg's attorney. 

Q. Now, I want to ask you some 
questions about the acquisition of the 40 per cent 
interest. Did you meet William Burns and Paiiiip 
Birch with their solicitor at the noliday inn 
in London and personally negotiate this purchase? 

A. AC the Hunt Club, not the 
Holiday Inn. 

Q. At the Hunt Club? 


fi\, Yes. 
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Q@. And the gross sales for London, 
I beiieve there is a representation in the 
agreement, and it is about time I put this agreement 
to you. I am showing you an agreement dated May 
e5th, 1971, addressed to Reginald Halliley, an 
offer by Somerset Specialties Limited to purchase 
Shares of Western Ontario Distributors Limited. 
Do you recognize your signature as President 
on that agreement? 

A. Yes,-sir. 


MR. HOLLAND: May this be the next 


Exhibit? 

THE CHAIRMAN: That will be 
BXnLDLt 7. 
Seek AHI bit NO. 7: Agreement dated May 25, 1971 


and offer to purchase shares 
of Western Ontario Distributors 
Limited 


MR. HOLLAND: Qe Lwidd ive you 
an extra copy of that. I believe savant is’ a 
representation in the agreement as to gross 
sales? 

A. Yes. 

Q. That was $1,500,000? | 

A. Yes. 

Q. Going back a minute to the 


purchase price, we have another $239,000 in cash 


and $125,000 in cash. How was that financing 


arranged? 
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A. Through the Toronto-Dominion. 
Q. Was it, again, guaranteed by 


you, your father, Metropolitan Toronto News 


Company Limited and Pierce News Company Incorporated 


of St Louis? 

Reo Yes ?*sirs 

Q. Was this agreement with Halliley 
for London contingent upon the purchase of 
Sarnia, that is, Lambton News Service and TV 
Carrier Service? 

Be Yess 

Q. Why was the one contingent 
on the other? 

A. He wanted to sell out. and 
expressed to me he wanted to retire to the Bahamas 
and it was strictly talked to me as a one-package 
company. | 

Q. It had nothing to do with 
control of two adjacent geographical areas? 

RPT No “sir: 

Q. Now, then, the closing date 
ef this transaction appears to be June 30th, 1971. 
Is that correct? 

ae Yes, 2% 

@. When was the transaction, in 
fact, elosed? 

A. June the 11th. 

Qs" Againyon the Friday , with the 
Legislation coming in on the Monday? 


A. Again with the same person I 
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closed it with for Sarnia. 

Q. You have given your explanation 
for the early closing of Sarnia. Is the same 
explanation correct for the early closing of 
London? 

A. It was the same circumstances. 

Q. Is there any other explanation 
for London, other than the one you have given 
for Sarnia? 

A. mp NOge Sirs 

Q. Your answer was no? 

A. Yes. 

Q. I would ask you to look at 
Exhibit No. 3 and again confirm that the area 


marked in red for London is the area that was 


| purchased in this agreement? 


i Wes, sar. 

0. Just for the purposes of the 
record, I am showing you an agreement dated May 
22nd, 1971 addressed to Western News Company 
Limited, William G. Burns and Phillip Birch. 
This would be for the 40 per, cent shareholding 
interest and yourecognize your signature 
appearing on page 8 of that agreement? 

A. Aes. 

MR. HOLLAND: May this be, the next 
Exhibit? 


THE CHAIRMAN: Exhibit No. 8. 
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1 ---EXHIBIT NO. 8: Agreement dated May 22, 1971 
2 to Western News Company Limited, 
William G. Burns and Phillip 
3 ~ Birch 
4 
5 THE CHAIRMAN: JI wonder if it is 
6 required’, the closing of this transaction of 
7| June llth, the names of the persons who were 
8 present at the closing? 
9 MR. HOLLAND: Perhaps, before we 
10 get to that, Mr. Chairman, this agreement with 
11 Western News Company Limited, William G. Burns 
12 and Phillip Birch, was:also due to close or the 
13 closing date was June the 30th, 1971. 
14 THE WITNESS: Yes. 
15 MR. HOLLAND: Q. ebid this 
16 transaction also close on June llth, 1971? 
17 Aer. Yes. zeiir:. 


Q. You have heard the Chairman's 
Question: Who was present at your solicitor's 
office at the time of these closings? From what 
I can see, there were three closings on that date? 

Age. Yes LAMeter TRidcut syBobby 
McMonigle. 

Q. Who is that? 

A. General sales manager of Metro 
News, Mr. Birch and Mr. Burns, with their legal 
counsel. 

Q hewrizsBinms and dr £iBireh? 

A. Reg and his legal counsel and 


two auditors. 
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bankers? 
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Toronto-Dominion 


Q. 


those branches? 


Q. 


of the Toronto 


THE CHAIRMAN: 


MR. HOLLAND: Q. 


Metro Toronto. 


THE CHAIRMAN: 


other business, 


(Laughter) 


MR. HOLLAND: Q. 
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That is Reg Halliley? 
yea. 

With his* solicitor? 
And two auditors. My 
What do 


you mean by your twe 


Toronto-Dominion in Toronto and 


branch from London. 


You mean a representative from 


Yes. 
Yes? 
And John Romanez. 


And Mr. Romanez is the manager 


Dominion News Company? 


Metro Toronto. 


Jt ammsorry, 


They arevin’ every 


so they might be in that too! 


If we may turn 


to Belleville and Upper Canada News Limited, 


I am showing you an agreement which appears to be 


dated the 2nd day of March, 1971, between Metro 


Toronto: News-C€ompany Limited and Ernest Colbourne, 


two Parne? 


MargueriteColbourne,Edward R. 
E. Colbourne, 


and Upper Canada News Limited. 


Colbourne, 


and Richard 


hereinafter called the shareholders, 


Cansyou recognize 


your rather illegible signature on the last page 
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of that agreement? 


Av *Phatis my father's signature. 

QOvpepid*yoursienvthis document at 
aii7 

A. As assistant secretary. 

MR. HOLLAND: May this be the 
next Exhibit? 


THE CHAIRMAN: Exhibit No. 9. 


---EXHIBIT NO. 9: Agreement dated March 2, 1971 
between Metro Toronto News 
Company Limited and Ernest 
Colbourne ,Marguerite Colbourne, 
Edward R. Colbourne and 
Richard ©. Colbourne 


THE .CHAIRMANyoUlnwonderlifnwencould 
just clarify one point. This is a document, you 
say is signed by Metro News Company Limited? 

MR. HOLLAND: Yessipert °Allan 
Molasky, President and Mark Molasky, Assistant 
Secretary. 

THE CHAIRMAN: Is Metro Toronto 
News Company Limited the operating company in 
the Metro Toronto area, or is it the company 


which holds one-half of the Metro Toronto News? 


MR. HOLLAND: Qs warethink? you 
can explain that. 

A. It holds one-half of the 
partnership. 


THE CHAIRMAN: So that in this 


acquisition, the limited partnership which operates 
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Nethercut & Co, Ld. 2829 Molasky, ex 
Toronto, Ontario ( Howard ) 
1 
Metro Toronto News, is not, in fact, the partner 
2 which is a party to it? 
3 THE WITNESS: Yes. 
4 MR.” HOLLAND: Q. It was one of 
5 the partners’ who was acquiring the interest? 
6 A “Yes: 
) | 
Q@. Now, the price here, I believe, 
8 { 


was $500,000 cash? 

AS” * Yes, sir 

Q. And how was that financed? 

A. Through the Toronto-Dominion 
Bank. 

Q. What were the gross sales? 

A. I believe $1,450,000. 

Q. Would you now explain the 
purchase, was the stock in trade purchased in this 
particular case? 

Re are now buy the "stock in tne 
company. We bought the assets, we bought 
inventories and trucks. We bought the territory. 

Qo You boweht the territory? 

ke”6 6 hI Was trom. Mr. Colbourne 
and the goodwill. I just gave the cheque to 
Mr. Colbourne for goodwill. 

THE CHAIRMAN: I wonder if the 
witness will tell us if the witness and his firm 
bought the franchise, so called, if there are 
such things? 

THE WITNESS: inere are’ no 


franchises. 
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(Hollan@d) 
7 MR. HOLLAND: Oer?l just want to 
2 be clear what the purpose is in this. I understand 
3 you did not buy the stock but you purchased the 
4 inventory and maybe we are talking the same thing. 
5 I don't know. 
6 A. We bought the inventory of 
‘§ goods. 
8 Q. By that you mean you bought the 
9 | inventory of peperbacks and things like that? 
10 A. Correct. 
11! Q. And you bought the trucks? 
12 A. Correct. 
13. Q. And the geographical area? 
14 | A. Correct. 
15. : DR. JEANNERET: Mr. Holland, could 
16 you find out what is meant by buying the geographical 
17 erea? 
18 MR. HOLLAND: Qs. Mr. Molasky? 
9 | A  hebbink., LesKou reac. Tie 


4 contracts, it is really clarified what the 


21 | geographical area is. It is strictly goodwill 
| 

A to operate in their courtry. 

23 Q. Mr. Molasky, as a matter of 

24 practice, as I understand it, these Ontario 

os | geographical wholesalers, in fact, control a 

zx very specific geographical area? 


A. When you say the word "control , 
28 | could you clarify? 
29 Q. That they distribute to a 


30 very specific geographical area generally without 
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| Nethercut & Co, Led. Sa Tae eae 
(® Torcute, Ontario 
1 competition from any other wholesaler? 

A. Yes. 
3 MR. CAMP: That is what is meant 
4 by territorial rights? 


5| THE CHAIRMAN: We are all asking, 


6, in essence, the same question. We are very 
VR obviously keen about knowing what you bought 
8 when you bought the territorial rights. If we 


9 can come to grips with that --- 
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Nethercut & Co. Ltd. A 2832 r Mola sky, ex 
Toronto, Ontario (Holland) 


THE WITNESS: It was strictly that 
Mr. Colebourne wold a compete in that area. 

That applied to Ernest Colebourne & Sons for a 
period of five years. 

THE CHAIRMAN: Is the witness saying 
that what is meant by territorial rights is a 
restrictive covenant given on the part of the 
vendors that they will not compete in this area? 

Is that what is meant by territorial rights? 

THE WITNESS; Yes, sir 

MR, HOLLAND: Q. But, in fact, 
there would be no other pone ton in that area? 

A. I would not say that. Anyone 
could come in from Toronto and sell magazines 
and periodicals, to any one of the accounts I 
service right now. 

Q. If they could get the 
distributor to go along with them? 

A. When ahi say "go along", 

I think you are trying to pinpoint something I 
am not clear on. 

Q. We may get to that a bit 
later, Mr. Molasky. What was the closing date for 
this transaction? 

A. I don't have the contract with 
me, 

Q. I am sorry. 

MR, SEDWICK: I must say I couldn't 
find the closing date but I am told it was closed 


on the lst of June. 
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Nethercut & Co, Ltd. at “OBS 5 Va Molasky, ex 
; Toronto, Ontario (Holland) 


1 THE WITNESS: It was closed on the 

2 lst of June. 

3 THE CHAIRMAN: June 15th appears to 

4 be the closing date in accordance with Section 3 on 

5 page 2. Mr. Holland, I wonder -- 

6 MR. HOLLAND: We can try to. 

7 THE CHAIRMAN: I can scarcely see 

8 anyone buying accounts receivable on June 15th 

9 unless the whole transaction was closed on that 

10 date, or very closely after. 

11 MR, HOLLAND: We will perhaps deal 

12 with the closing date. 

13 Q. When was this transaction, in 

14 facts eds 

15 ie June lst. 

16 Q. 1971? 

17 A. Yes. 

18 Q. And look at page 2, Section 3, 

19 which reads in part as follows: 

20 

” : Metro agrees to purchase from 

Pe company on June 15th, L971, all of 

a company's accounts receivable arising 

ne from the wholesale sale of magazines, 

ae periodicals and paperback books to 

me persons who are customers of the 
company on such date." 

27 

28 Why was that date inserted there? 

29 We It was two weeks after closing 
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Nethercut & Co. Ltd. - 2834 - Mola sky, ex 
Toronto, Ontario (Holland) 


figure out what the accounts receivable were. 
That was two weeks after the closing on June lst. 
Q. How was the date June lst 
arrived at? 
A, Mr. Colebourne and I 


negotiated and we came up with the date of June lst. 


Q. When did you come up with that 
date? 

A. This goes back five or six 
months. 

Q. Well, this agreement is dated, 


or‘appears to be dated, March-end,:-1971. That is 
written in in ink. Is that «the date that the 
agreement would be signed? 

A. This is the date the agreement 
was signed but the contract was drawn up possibly 
six weeks earlier. 

Q. And at the time the contract 
was drawn up you had agreed to the closing date of 
the lst of June, 1971? 

A. Yes, 

Q. Then, why wasn't that inserted 
in the agreement? 

A. No reason. 

Q. It vas inserted in the other 
agreements, wasn't it? 

A. Yes): sirs 

Q. Wouldn't you think it would be 
a pretty important term to insert in an agreement? 
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Nethercut & Co. Ltd. Molasky, ex 


(Holland) 


arranging for cash at that point and wanted to have 
additional time to arrange for financing. 

Q. I don't quite follow you. 

A. When I talked to Reg 
and Mr. Birch and Mr. Burns the final thing was 
all set up. When I talked to Mr. Colebourne I 
had to arrange financing. 

Q. But you talked to Mr. Colebourne 
back in February or March of 1971? 

A. Correct. 

Q. And you signed an open-ended 
agreement with no closing date in it? 

A, Correct. 

Q. And at that time you had 
already agreed verbally to a closing date of | 
June lst, 1971? 

A. Correct. 

MR, CAMP: Just to get back to the 
territorial rights question, it says the company 
has territorial rights as set forth in a schedule 


attached hereto. Is that schedule attached here? 


THE CHAIRMAN: It is either going to be 
a map or a list, one or the other. 

THE WITNESS: To ee. may. 

MR. CAMP: It is not here, though? 


THE WITNESS: No. 


MR, HOLLAND: Perhaps we could ask 
counsel to produce that map if there was a map. 
It was apparently not delivered to us. No doubt 


that can be forthcoming following the recess. 
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| Nethercut & Co, Ltd. - 2836 - Molasky,ex 
| (Holland) 


Toronto, Ontario 


1 Q. Another thing that interested 

2 me about this agreement, on page 5 down at the 

3 bottom there is a clause headed, "No Adverse 

4 Events", Iwill just read it to you if I may: | 

F | 

- To the knowledge of company 

: there is no threatened or pending 

: Suit, action or legal administrative 

: arbitration or other proceedings or | 

; governmental investigation against l 

: company which might materially ad- | 

versely affect the operations or | 

s the conduct of its wholesale | 

business as set forth in the | 

3 schedule previously furnished to 

7 Metro, except for events and | 

ai conditions relating to business in | 

A general There is no event or condition | 

- of any character pertaining to its 

“ wholesale business not to the cepaiedes 

20 which 
or belief of the company/may reasonably 

ie be expected to materially adversely 

affect such business," 

23 

24 That clause was crossed out. Why 

25 was that? 

26 A. Because we were not buying his 

27 | corporation, not stock in the company. 

28 Q. You were not buying the shares 

29 of the company? 


30 A. Correct. 
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Nethercut & Co, Led. - 2837 - Molasky, ex 
d (Holland) 


Toronto, Ontario 


t Q. And that is the only reason 

2 that clause was crossed out? 

3 Bie Yes, 

4 MR, SEDGWICK: Mr. Holland, my copy 

| of this agreement has a page missing, page 4, and 

6 yours may have too, apparently a mistake on the 

7 part of whoever Xeroxed them and page 4 does 

8 contain this clause: 

9 

ye . The transfers and exchanges 
provided for in this agreement shall 

: take place at the office of Metro 

. in Toronto, Canada, the transfer 

* date shall be June lst, 1971 at 

i 10 a.m. or such other date or other 

2 place as the parties may mutually 
agree upon," 

17 


I am sorry my copy had that page 
missing. 

MR, HOLLAND: Then, that little 
mystery has been cleared up. It was a mis take 
of some secretary in somebody's office who omitted 
a page in the copies given us. 

THE CHAIRMAN: I wonder if the 
solution would be, so the record may be complete, 
if we may have a copy with the missing page? 

MR, SEDGWICK: I will get that. 

MR. HOLLAND:Q.So, in fact, there was 
a closing date set out in this agreement which was 


June lst, 1971? 
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| Nethercut & Co, Ld. - 2838 - Molasky, ex 
f (Holland) 


Toronto, Ontario 


1 A. Correct. 

2 Q. And the transaction did close 
3 on the closing date? 

4 A. June lst, right. 

5 Q. And that clause also permitted 
6 an earlier closing if the parties agreed? 

7 A. Yes, 

8 Q. But no earlier closing was 

9 arranged in this case? 

10 A. No, 

11 es Why was that? 

12 A. For no reason. 

13 Q. Did you come up for this 

14 closing? 

15 A, Yes, I was up here that week 
16 but I was not here for the actual closing. 

17 Q. You were not here for the 

18 closing? 

19 A, No, 

20 Q. You were not here on the 

21 lst of June? 

22 A. No. 

23 Q. I thought you had to be 

24 or something to sign the cheque? 

25 A. Not under this contract. 

26 I believe John Romanez and Mr. McMonigle were 

27 able to sign that cheque as my local representatives 
28 and my legal counsel from St. Louis and also 

29 Mr. Colebourne's legal counsel was there, so I 


z thought I was fully protected. 
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Nethereut & Co, Led. - 2839 - Molasky, ex | 


(Holland) 


Q. Were you not equally 
protected with Somerset Specinlties Limited, 
the purchaser in the other cases? 

A. Mr. . Ridout, that was his first, 
closing for this type of company and I just felt | 
I should have been there -- no reason. 

Q. I am sorry, the other trans- | 


actions closed on the 11th? 


A. ¥Yés ji sir? | 
Q. This one closed on the lst? | 
A, Yes, | 
Q. You said you thought you should | 


have been here for the llth closing? 


Ay Correct. 

Q. But not for the first closing? 

A. Correct. 

Q. And what was the reason you 
gave for that? 

A. It was because Mr. Ridout -- 


it was a different type of situation. I feel 
this way, that that is really a prerogative I have 
in operating the company. If I feel I should be 


there, I can be there. 


Q. There is no doubt about that, 
Mr. Molasky, but it just seemed a bit of a coincidenc 
that you had to be here for the llth closing. 

A. I never said I had to be. 
I had the desire to be. 

Q. I see. And it was because of 


that desire that the transaction closed on the Friday 
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with the legislation on the Monday? 


A. Correct. 
Q. It was a happy desire? 
A. Yes, 


MR, SEDWICK: Mr. Chairman, my friend 
Should not put it in that way. The witness said 
he did not know anything about the Bill until the 
14th and the question is not fair to the witness. 
He said he closed on the 1lth with no knowledge 
whatsoever of either the Interim Report or the 
intention to implement it by legislation. I 
don't think the question should be linked with it. 
It closed on the llth of June. 

THE CHAIRMAN: That is clear. 
Mr. Holland, we are going to take a break very 
Shortly but in dealing with this document there 
may be other questions that you may wish to put 
and certainly Mr. Sedgwick will have his opportunity 
to reply to these questions if he wishes to do so 
but I think my colleagues are again interested in 
this matter of territorial rights. 

The witness has already given his 
evidence that with regard to territorial rights 
he meant a restrictive convenant given that the 
vendor would not competé in the area but I would 
be obliged if you would draw to the witness! 
attention Exhibit 9 and particularly on page 1 


of Exhibit 9, the second recital which says: 


Whereas the company desires 
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to sell and Metro desires to acquire 
all the rights of the company for the 
wholesale distribution of magazines, 
periodicals and paperback books 
hereinafter called territorial rights 


for the price herein set forth." 


Let uS come to the question: Was 
there or was there not attempts to deal here with 
the exclusive rights to sell certain periodicals 
in that territory given to the vendor by certain 
of the distributors of certain magazines? 

Was not this actually what was being acquired? 
Is that what was being paid for or not? 

THE WITNESS: I did not understand 
the question. I think you should ask legal counsel. 

THE CHAIRMAN: I am not asking 
legal counsel, I think I should ask you. With 
your background in the industry I don't know 
anyone here any more campetent to answer that 
question. 

THE WITNESS: I really don't know how 
to answer it, Mr. Chairman. If you look at the 
three different contracts with the three different 
companies, every contract is different. I believe 
the Lambton News Company contract is completely 
different from this agreement. 

THE CHAIRMAN: Witness, I am asking 
you about Exhibit 9 and I am asking you about the 


Upper Canada acquisition of the assets and it is a 
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(Holland) 
document which you signed as an officer br the 
company in which you acquired certain rights, or 
which appeared to be acquired, for a very substantial 
amount of money. If you can't answer the question 
or don't want to answer, say SO. 

THE WITNESS: It isn't that I don't 
want to answer but I can't answer. 

THE CHAIRMAN; You can't answer it, 
all right. Did you examine any of the financial 
statements of Upper Canada before you acquired the | 
assets from Mr. Colebourne? 

THE WITNESS: Yes. 

THE CHAIRMAN: And do you have any 
of these financial statements in your records that 
you could produce confidentially to the Commission? 

THE WITNESS: I only have one for 
1969. 

THE CHAIRMAN: Can you recall what the 


net profit was for your company for the year 1969? 


THE WITNESS: I feel that this would 
be confidential, 

THE CHAIRMAN: I didn't ask you what 
it.was, do you recall what it was? 

THE WITNESS: No. 

THE CHAIRMAN; Is it not a matter of 
concern to you or did you, in fact, take part in 
the negotiation? 

THE WITNESS; Now, I did the negotiati 
and it was a concern, 


THE CHAIRMAN: It was a concern but you 
don't remember what it was? 
THE WITNESS: No. 
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THE CHAIRMAN: Perhaps your counsel 
can assist you on this point at the break, but 
I would be obliged --- 

MR. SEDGWICK: I don't think we 
have it here. We may have it in St.Louis. We 
are not going to reveal the financial statement 
in public. 

THE CHAIRMAN: Connections with 
St.Louis are fairly direct, and if you could 
assist’ us during the course of these proceedings, 
on this particular Doinuy at’ 1s" lmporvant. 

MR. SEDGWICK: He says he has 
the statement but he can't remember the figure. 

MR. CAMP: The acquisition mentioned 
in Exhibit 9 here, was that the distribution 
right for periodicals and magazines? 

THE WITNESS: No. 

MR. CAMP: So all you had was 
the territorial rights, whatever they were? 

THE WITNESS: Yes. 

THE CHAIRMAN: We will adjourn for 


about fifteen minutes. 


---Recess 


THE CHAIRMAN: If we can again 
proceed. Mr. Holland, I think my colleagues and 
I would like to sort of, again, discuss with 
this witness, certain aspects that we are interested 


in about his knowledge in relation to the relationshi 
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1 between distributors and wholesalers. This is 

2 all flowing from the question of so-called 

3 territorial rights. I,wonder if we might have 

4 a moment to confer? 

5 MR. CAMP: You could rhep jus, 

6 Mr. Molasky, it is our understanding of this 

7 operation how these things operate, the 

8 Colbourne family, in your acquisition of their 

9 operations, they would have had in that area 

10 full representation in paperbacks and magazines? 
11 There was nothing you brought to the operation? 
12 THE WITNESS: Yes. 

13 MR. CAMP: They had TV Guide 

14 and Cosmopolitan? 

15 THE WITNESS: Correct. 

16 MR. CAMP: They had theterritory 
17 which you now have, forwhich they acquired these 
18 publications from the distributors? 

19 THE WITNESS: Correct. 

20 MR. CAMP: Do you have the same 
21 publications or many of the same publications 

22 in your areas that you handle? 

23 THE WITNESS: Cornect.. 

24 MR. CAMP: Territorial rights. 

25 Is it the distributor who decides who will respect 
26 the sovereignty, the territorial rights of the 

27 wholesaler, or is it the wholesalers who respect 
28 the rights of other EEA their territorial 
29 sovereignty? 


30 THE WITNESS: The wholesalers. 
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MR. CAMP: Among themselves? 

THE WITNESS: Right. 

MR. CAMP: So even though you, 
for example, since you have the same publications 
that you are wholesaling, that they have in the 
Colbourne “family, you would not compete in their 
territory? 

THE WITNESS: Right. 

MR. CAMP: This would be voluntarily 
on your part? This would be your own voluntary 
action? 

THE WITNESS: Right. 

MR. CAMP: Are there any examples 
that you know of -- I won't ask you in North 
America because that is too big a ball park -- 
where two wholesalers will try and compete 
in the same area with the same publications? 

THE WITNESS: On a full-line 
basis? 

MR. CAMP: Pull. or partial? 

THE WITNESS: I believe there are 
two wholesalers in Hamilton City. 

MR. CAMP: There are two wholesalers 


with the same line,each of them having certain 


publications in common? 


THE WITNESS: Correct. 

MR. CAMP: So, in essence, is 
it a gentlemen's agreement among wholesalers 
as to. territorial rights? 


THE WITNESS: I guess it was long 
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before my time that it began. 
MR. CAMP: It is long-standing, 
more or less. The distributor knows these 


conditions when he extends these lines to the 


wholesaler? 


THE WITNESS: Correct’ 

MR. CAMP: The Rottman family 
are all Americans? 

THE WITNESS: Now. Milton Rottman's 
one brother is a Canadian. He used to live in 
Montreal. 

MR. CAMP: They now all live in 
Connecticut? 

THE WITNESS: I believe Joe Rottman 
now lives in Montreal. 

MR. CAMP: They own half of 
Metro News? 


THE WITNESS: Correct. 


MR. CAMP: Prior to your purchasing 
the other half? 

THE WITNESS: Correct. 

MR. CAMP: When you purchased the 
other half, did you make any offer to them to 
buy their interest? 

THE WITNESS: I-believe there’ 
was an offer made approximately twelve months 


after our purchase. 


MR. CAMP: 7 tare 2c the’ ‘answer 


Le TO? 


THE WITNESS: Yes. 
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MR. CAMP: You have a partnership 
in which you have a managerial authority? 
THE WITNESS: Right. | 
MR. CAMP: In the London example, 
was there any agreement in the sale, the purchase 
of the 60 per cent, that you must also purchase 
the 40 per cent? 
THE WITNESS: Yes. 
MR. CAMP: There was an agreement? 
THE WITNESS: Yes. I would like | 
-- Mr. Ridout could explain the legal implications. 
MR. CAMP: You have no objection 
to minority shareholders? 
THE WITNESS: No. 
DR. JEANNERET: I have two or 
three questions I would like to ask after counsel 
has concluded. I want to see where it is going. 


THE CHAIRMAN: Just following along 


the answers that you gave, if it is the wholesalers 
who decide among themselves with respect to 
respecting each other's territory in terms 
of gentlemen's agreements or otherwise, did 
you heve any gentleman's agreement with the 
Colbourne family in Belleville at any time? 

THE WITNESS: No. 


THE CHAIRMAN: Well, then, what 


would have prevented you from going in to compete 
against the Colbournes in Belleville without 
buying them? 


THE WITNESS: T¢tidsikind Of: a 
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ticklish situation. Let me say this: Mr, 
Colbourne and Metro Toronto News Company was 
eginecay aes Cosprove at that time and by Mr. 
O'Brien's oe in Peterborough, and they 
worked this out among themselves. There was 
a discussion, a disagreement. 

THE CHAIRMAN: i: Cakes, with 
regard to Kitchener, which I understand you 
recently -- Metropolitan News -- Metro Toronto 


News, started to go into the Kitchener market 


with the TV Guide? 


THE WITNESS: And Mac*adden=Bartell. 


THE CHAIRMAN: What did the 
Kitchener News people think about that? 


THE WITNESS: Well --- 


| 


THE CHAIRMAN: What, didi the Kitchener | 


News people think of that situation if there was 
this so-called respecting of territories? Did 
you go in with or without their consent? 

THE WITNESS: We never discusé6ed 
it with them. 

THE CHAIRMAN: You were prepared 
to compete with them in their own markets? 

THE WITNESS: The same way they 
could compete in my market. 

THE CHAIRMAN: They could be in 
your market? 

THE WITNESS: Right. 

THE CHAIRMAN: We will come back 


to that question probably a little later on. 
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MR. CAMP: They weren't, though? 
2 THE WITNESS: No. 
3 THE CHAIRMAN: In the Kitchener 
4 market, with regard to TV Guide, was it not the 
5 decision of Triangle that TV Guide would be 
6 removed from the Kitchener organization? 
7 THE WITNESS: Yes. 
8 THE CHAIRMAN: It was? 
9 THE WITNESS: Yes. 
10 THE CHAIRMAN: Was it an instance 
i where the decision as to who is to take distribution 
12 or, rather, the wholesaling, is made by the 
13 distributor rather than the wholesaler? 
14 THE WITNESS: Gorrect. 
15 THE CHAIRMAN: It happens from 
16 time to time? 
17 THE WITNESS: Correct. 
18 THE CHAIRMAN: This is an instance 
19 where it did? 
20 THE WITNESS: Correct. 
21| THE CHAIRMAN: And is it not the 
97 position, generally, among distributors that they 
23 will determine whether or not a wholesaler will 
oa receive their periodicals? 
25 THE WITNESS: Correct. 
26 THE CHAIRMAN: So they take unto 
57 themselves the opportunity of saying who will, 
28 in fact, serve the Kitchener area or serve the 
29 Metropolitan Toronto area, or the Belleville 


301 area, is that not right? 
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1 THE WITNESS: Correct. 

2 MR. CAMP: The way I understood it, 
3 what you are now saying, Mr. Molasky, it isn't 

4 so much the wholesalers who respect each other's 
5 territories to some degree, but the distributors 
6 themselves who do or do not respect the wholesalers' 
7 territories? 

8 THE WITNESS: A,xoLStri butor., 

9 from what I understand, has a right to distribute 
10 their merchandise to whoever they want. 

11 MR. CAMP: Of course... of. course. 
12 THE WITNESS: Alo, lycan, do, is 

13 get as many distributors to distribute to our 

14 company --- 

15 MR. CAMP: The distributor can 

. get his publications from any wholesaler at any 
i time? 

18 THE WITNESS: Connect... 

19 ME GAMP : Does that happen very 
20 often? 

21 THE WITNESS: It has happened on 
22 several occasions. 

23 DR. JEANNERET: In that case --- 
24 MR. CAMP: Where? 

25 THE WITNESS: In Canada and the 
6 United States. 

27 MR. CAMP: We have an example 

28 the Chairman made. Do we have one example in 

29 Canada you know of? 


30 THE WITNESS: Yee .«L<can tel] .you 
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of- one example. 

DR. JEANNERET: This being so, 
following on Mr. Camp's question, when a 
territory is purchased and only the territory, 
setting aside any physical assets even possibly 
some real estate, or trucks, I am not clear any 
more than I was a little while ago exactly what 
is purchased without the distributor's acquiescence. 
I am not clear what you are paying your money for; 

THE WITNESS: Strictly buying the 
accounts serviced by the previous owners, buying 
accounts receivable, their records and hope, after 
I buy this, that I will be their distributor 
for the 13 or 14, or however many geographical 
distributors there are. 

DR. JEANNERET: Your purchase 
figure, obviously, is many times accounts 
receivable, for example, and therefore, you are 
going on the assumption that you will continue 
to enjoy; or you will enjoy, you will obtain 
the acquiescence of the distributors in that market? 

THE WITNESS: Correct. 

DR. JEANNERET: There is no 
assurance that can be given you by the vendor? 

THE WITNESS: No. 

DR. JEANNERET: It is a large price 
to pay for such a risk if the pattern is not very 
clearly established, it seems to me. What 
about prior assurance on the part of the 


distributor the North American distributors, before 
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Toronto, Ontario 


you make the purchase down here? 

THE WITNESS: I*have notified 
what, I say, everyone, about 90 per cent of them, 
before I make any decision. They were notified 
in Sarnia and London, the distributors. 

MR. CAMP: Of your intention? 

THE WITNESS: No, of the agreement 
that was agreed upon and I asked if I could still 
Ge “their"distriburor. 

THE CHAIRMAN: In Belleville 
is there any condition in the agreement which 
provides that the distributors shall have consented 
to this sale before you go through with it? 


THE WITNESS: No. 
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DR. JEANNERET: Well, with the 
acquiescence of the distributors, then, it would be 
possible, presumably, for any wholesaler to expand 
into adjacent territories? 

THE WITNESS: Correct. 

DR. JEANNERET: And there would be no 
defence possible if the distributors supported 
this expansion, there would be no defence available 
to the wholesalers in those adjacent territories: 
they would presumably lose their rights to distribute | 
at the same time that the expanding wholesaler | 
pakned the right to distribute? 

THE WITNESS; Let me say this, I 
have never hear of a wholesaler losing a 
distributorship except in the example of a sale, 
not paying your bills or doing a terrible job, and 
that sort of thing. | 

DR, JEANNERET; The distributors are : 


not locked into these contracts of sale? 


THE WITNESS: No, there are no 
contracts with them. 

MR, HOLLAND: Q. Mr. Molasky, as 
I understand your evidence then, in Ontario at 
any rate, there are a number of geographical 
monopolies operated by these wholesalers? 

A. The service company servicing 


the territory, yes. 


Q. And looking at the last exhibit, 
that is the Belleville exhibit, you really purchased 


three things: you purchased what you call the 
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territorial rights, you purchased the accounts 
receivable and you purchased the inventory for a 
maximum price of $5,000? 

he No, the $5,000 was non- 
returnable inventory. Inventory could go up to any 
number, 

Q. And you paid for this package 
$500,000? 

A. Correct. 

MR. CAMP: Goodwill was mentioned. 

MR, HOLLAND; Q. That, I think, 
was a reference to territorial rights? 

As Yee 

THE CHAIRMAN: What kind of purchase 
is the witness now speaking about for $5,000? 


MR, HOLLAND: @. Mr. Molasky, I 


have asked your counsel to provide for the Commission 


a breakdown if they can, dividing the inventory 


which was purchased and showing the actual price 


‘for that purchase and the accounts receivable that 


were paid for it and I assume if we can get those 
figures and deduct them from half a million dollars, 
we will come up with the value placed upon the 
territorial rights. Would that be correct, 
Mr. Molasky? 

MR. SEDGWICK: I believe it is in 
addition. 

MR).s HOLLAND:( Qi So ,clity isma 
half million dollars for the territory? 


Ag Yes. 
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Plus the inventory, plus 


the accounts receivable? 


A. 


Q. 


Right. 


And then, as I understand your 


evidence, you have no guarantee and this agreement 


was not contingent upon getting the consent of the 


North American distributors to shis sale? 


A. 

Q. 
apply for any consent 
had been signed? 

A. 
distributors prior to 


Q. 


Q. 


correspondence dealing with this? 


A. 


THE CHAIRMAN: Was this by personal 


cal luorsnot? 


THE WITNESS: Depending on what 


actual distributors I 


THE CHAIRMAN: Would you ask the 


witness, Mr. Holland, about the primary one 


which was Triangle? 


Correct. 
And, in fact, you did not 


until after the agreement | 


I notified the North American: 
the signing of the contract. 
You did, by letter? 

By phone and by person, 

In person? 

2eS:, 

Not by letter? 

No. 


So, there would be no 


No. 


could meet. 


MR, HOLLAND: Q. In this particular 
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case, Belleville we are dealing with, did you 
communicate in person or by telephone with all 
13 of the North American distributors? 

A. I can't say all of them but 
the majority of them, yes. 

Q. Did you communicate with 
Triangle Publications? 

Pre Yes. 

Q. With whom did you communicate 


at Triangle Publishing? 


A. Mr. David Lichtenberg. 

Q. And where does he reside? 

A. In Pennsylvania. 

Q. Is he in town today? 

A. Yes. 

Q. You have seen him here today? 

A. Yes. | 
Q. You spoke to him, then, before 


this was signed to get his consent? 

Ai. Not consent, I asked hin, 
if I bought this territory if I could still be the 
distributor for Triangle Publications. 

Q. And Triangle Publications 


includes TV Guide anu Seventeen Magazine? 


Pag Yes... 

Q. Is TV Guide the prime seller, 
would you say? 

A. TV Guide, yes, it is a prime 


seller, 


THE CHAIRMAN: What would have happene 
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if Mr. Lichtenberg in his wisdom had said no? 

THE WITNESS; Well, at that time it 
would have been my choice to close the contract 
or buy it without Triangle Publications or walk 
away from the deal. 

MR, CAMP: I think you are confusing 
me again, Mr. Molasky. I had understood you to say 
that the distributor was not really concerned | 
with your territory; either you had his 
publication or you didn't have it. 

THE WITNESS: Yes, 

MR, CAMP: If you have it in Toronto 
you have it for all intents and purposes and you 
can put it anywhere you like? 

THE WITNESS: This had strictly 
to do with the Belleville territory. 

MR. CAMP: But you said that was a 
gentleman's agreement among wholesalers. Now 
you tell me that you canvass the distributors 
first to make' sure that it is all right with them 


which indicates, as a matter of fact, it is not a 


gentlemen's agreement among wholesalers: it is 

a matter of an agreement between the distributo1 
and the wholesaler because you went on to tell 

us and said to Mr. Holland, that had Triangle said 
no, that they would discontinue supplying the 


TV Guide you then had a brand new situation that 


you would have to consider on its merits. 
THE WITNESS: Yes. Most of the 


wholesale business in the magazine trade was written 


Nea att 
os naires | 


antavthds ses\veyidelde t “raMan Or i 
“Y88 Of woy BooterabAy bad Tyla 
i : benresongo vitees ‘tor @sw cia was ian 
eld bed voy teifis rysodiited awoy dgitw 
| tf aved Snbib: eg ae 
| Bor :2aaMrrw er ak 
otso1eT al gt eve voy TL SMA A | 
voy bas eaaogruq bas tenetal Lie x02 +t eved voy 
fexil voy stedwyas +! duq so 
vitoltta bea ela? +8Sa0TIW aaT 
YAotivred ef{livelfLed edt dttw ob of 
& 25w ted? bles voy tnG@ ~ #4MAD AM | 
wo .@itsfseelodw gnomes tnemestys a nemeltnsy 
erodudingeth arid tesvass Woy tadd ear [fst voy 
merit datiw togix {fe ef th tedd ewes.‘eisem oF tart? 
® Jon @f ¢2 .to8% to tetdam 6 es .2atsotbnt totdw 
al gi sai1elsesforw gnome deradeegh s'nomelineg 
ross ittelh es aeewied tdameeime m6 to retdsa 6 
(Let o% mo ¢row voy savecsd TelateLodw sit bas 
biee efyrsti? bed fend .beELOR aM os bisa dna ay 
sid gniyfaqque sonivrocetb ntodie yedt sent .og 
787 nolthusia wan baad & bed nedd woy sbheD VT 
-Siivem avi sy teblanoo es svad a LOY, 
edt t¢ 20M .aeY :2eaMPIWmr 0) | ty 


QO) 


Toronto, Ontario 


Nethercut & Co. Ltd. io 2858 = Mola sky, ex 


(Holland) 


a long time prior to Mark Molasky or people in 
our company now. I believe it is just a courtesy 
to follow some of the rules, It has been known 
if you buy a new territory, you notify the 
distributors. It is strictly a matter of formal 
ethics, | 

MR. CAMP: But would it not also 
be the case that it would be useful information 
to the aT ddr Pitas because someone else may ask 
him to distribute their publication? 

THE WITNESS: Yes. 

MR, CAMP: They very seldom do, 
Who decides that? | 

THE WITNESS: Strictly the national 
distributor. 


MR, CAMP: I am trying to understand 


_ what the rules are but they keep changing as 


you keep talking. 

THE WITNESS: Well, it goes back 
and forth. There are really no written laws or 
rules, 

DR. JEANNERET: One of the rules 
thatwas strongly implied, I think, is that I 
think a distributor with respect to a given 
geographical area will only deal Wie Uh eakiaes 

THE WITNESS: Yes. 

DR. JEANNERET: That is very 
important. 

THE CHAIRMAN: Well, for whatever 


reason, that is the point? 


(a ab : a. 
els don ot biitow tue fm oe 4 | 
 fettearotal futeaw od hduow $1 Yad) e080) a . 

 4e0 Yen onto onopmoe caumoedsosudiitatb:att)0d | 


Cooked Loe Tedd etudiavetb of md 
ee :2amMeerW: ae | 
ob mobiles ytev yen?  (4MAD (AM 
Lanotian off elsabrté :8eaMTIW SET, } | 
vrodudiutetb 
basiarshbay oF piitvrd ame t yoMKAD iM | 
ee yalgnsdo qved yedd ted ets selus ete Fadw | 
+gatiles gqoesd voy 
Ao08d S90y cI .ffeW s@BRNTIW AHT 
vo sual ness fiw on YLlaez ors sredT,.cidtot bas 
| -8olyt 


aolut oft So en  ;TRSRNMARL Ad 
I gedt ot .xatdd L .betiqm ylanorte sowtads 
fovly 8 oF SpeqBen Atiw togudixselh s an kdd 
seapiisieae-’, tthe feeb vino Ifiw sexe Leolsigezno ag 
eT) 4 :22aaTIW ar 
Yxev si ject :TSASMMARL .Aa 
wera 


tsvevadw tot .itow ;WAMATAHO ZuT 
twatog eit et fads .moaser 


dO) 


Nethercut & Co. Ltd. - 2859 - Molasky, ex 
Toronto, Ontario ( Holland ) 


THE WITNESS: Right. 


MR, HOLLAND: Q. Then, if I may 


get back briefly to Triangle Publications in 
Belk ville, you told us that you spoke to the 
gentleman from Triangle Publications before you 
Signed this agreement dated the 2nd of March, 1971? 
A, Correct. 
Q. Did you write him a letter 


dated April 26th, 1971, asking that he deal with you 


Since you had taken over the business? 

A. I don't remember a letter 
but I do remember writing a aa that we were 
taking over the distribution of Belleville, 
Peterborough. 


Q. Perhaps Mr. Romanez would be 


able to find a copy of that letter. He is your 


manager, I think? 


A. Correct. 
Q. That could be looked for? 
A. Yes, 


THE CHAIRMAN: Just one second, 
Mr. Holland. I understand Mr. Romanez is the 
manager of the Metro Toronto News. Mr. Romanez 
is not the manager of the MetreToronto News 
Company Limited, or is he? 

THE WITNESS: No, he is not. 

THE CHAIRMAN: We are now dealing 
with a situation where this transaction is taken 
by Metm Toronto News Limited. I want to know if 


Mr. Romanez has any connection with the Belleville 
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(Holland) | 
operation or Metr Toronto News Limited and if so, 
in what capacity? 

THE WITNESS: He has no capacity with | 
Metro Tpronto News Limited. He has a connection 
with Metro Toronto News Company. 
THE CHAIRMAN: What about Belleville? | 
THE WITNESS; He has a connection 
with Belleville. 
THE CHAIRMAN: Is he paid by 
the Metro Taonto News Company? 


THE WITNESS: Yes. 


THE CHAIRMAN; Is he paid by 
Metro Toronto News Company Limited? 

THE WITNESS; It is only Metro Toronto | 
News Company, not Metro Toronto News Limited and 
he is paid for his services. It is up to him 
to handle these services, 

THE CHAIRMAN: Do we take it then that 
the Belleville operation is now serviced out of 
the municipality of Metropolitan Toronto by Metro 
Toronto News Company? 

THE WITNESS: Correct. 

THE CHAIRMAN: Under a service 
contract? 

THE WITNESS: Correct. 

THE CHAIRMAN: Whose vehicles carry 
the goods out for distribution? 

THE WITNESS; Metro Toronto News 
Company. | 


DR,JEANNERET: Mr. Chairman, it would 
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help if we could see the agreement. between Metro 


Toronto News Company and Metro Toronto News Company 


Limited regarding servicing arrangements. 

THE CHAIRMAN: Is there one? 

DR, JEANNERET: Mr. Molasky just 
testified that there is. 

THE WITNESS: May I talk to my 
counsel, please? 

THE CHAIRMAN: Would you make a note 
then to file that agreement, Mr. Sedgwick? If 
you will review the matter among yourselves in 
due course and if there is such an agreement-- 
otherwise would you let us know in writing what 
the understanding is of the arrangement? 


MR, HOLLAND: Q. Following along 


from the questions asked by the Chairman, 
Mr. Molasky, you have indicated that the Belleville 
area is presently being serviced by the Metropolitan 
Toronto area? 

A. Correct. 

Q. I am looking at a newspaper, 
a Belleville newspaper, of Tuesday, June 8th, 1971 


and the article reads in part as follows: 


7‘ With terimination of Believille 
operations on June 15, only 7° of 
the 40 employees will be kept on by 
the purchasing firm. With this reduced 
staff handling deliveries and service 


to Belleville, Peterborough and area". 
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1 Was there, in fact, a change in the staff arrangements? 
2 A. Correct but this staff was | 
3 also added to Metro Toronto News Company. | 
4 THE CHAIRMAN: Before we move away | 
5 from Bellevile, Belleville is very attractive today. | 
6 I wonder if Mr. Molasky could give us the formula, 
7 if there is one, which he used in arriving at a 
8 figure of $500,000 as the price for the territorial 
9 rights? Is there a formula which you used in | 
10 purché sing this? 
11 THE WITNESS; There is really no 
12 formula. Mr. Colebourne and I sat down and he 
13 asked a certain price, I offered a certain price, | 
14 it was negotiated and came out at $500,000. | 
15 MR, CAMP: There would be limits 
16 as to what you would be willing to pay and what he 
17 would be willing to settle for? 

THE, WLINESS:. That is correct. 

MR, CAMP; Would this be sort of a 

ball park figure, let us say, as a percentage of 


his gross? 

THE WITNESS: Not a percentage of his 
gross. 

MR. CAMP: But I mean of sales? 

THE WITNESS: Of sales, yes. 

DR. JEANNERET: Any known posture on 
the part of the distributors would have a tremendous 
bearing on the likelihood of the sale being 
consummated at any given figure, isn't that so? 


I don't know if my question is clear. 
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THE WITNESS: I don't know if I 
understand your question. I think every situation 
is treated separately. There are companies in our 
type of business which are losing money every year. 
[If they are making half a million dollars, they are 
worth half a million dollars. 

DR. JEANNERET: You would probably 
enter into the negotiation well confident in the 
knowledge that the distributors wo: beh’. -d you 
and that you were eventually then 
going to take over if the settlement went through? 

THE WITNESS; I would have to assume 
that. 

DR. JEANNERET: But before you 
enter into negotiations to purchase another 
wholesale organization you would have been ‘n touch 
with the key distributors and you would know that 
you, in effect, had their support in this purchase? 


THE WITNESS; Yes, that is true. 
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THE WITNESS: That is not true. 

DR. JEANNERET: I misundertstood 
what you said earlier. 

THE WITNESS: I notified the 
distributors after I satisfied my own mind that 
it can be worked out between the sellers and the 
others. I then notify the distributors. 

DR. JEANNERET: I am sorry. I am 
sorry, it is my fault, but you explained earlier, 
you testified earlier that you were in touch 
with the distributors in advance of making a 
purchase? 

THE WITNESS: No. 

DR. JEANNERET: Before you close? 

THE CHAIRMAN: Before you sign 
the document, that is one event, and the othar 
event is closing. When is it you notify? 

THE WITNESS: Prior to’ the signing 
of the contract. Then a formal notice afterwards. 

DR. JEANNERET: In other words, 
you would be negotiating the terms of the contract 
of sale in the knowledge that the distributors 
supported you? 

THE WITNESS: Right. 

DR. JEANNERET: This would, 
presumably, give you a good deal of strength in 
the negotiations? 

THE WITNESS: No. I think that 
is an unfair statement. It is just a matter of 


two men shaking hands and agreeing on the purchase 
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1 price. 

2 MR. CAMP: You can't help me any 

3 further with regard to how you estimate the value 

4 of a territory? It seems to me your friends 

5 in London got a better price for their operation -- 
6 Belleville got a better price than they did in 

7 London, in regard to the cash purchase as against 

8 the gross sales? 

9 THE WITNESS: - From what I saw 

10 in London, London's statements showed a loss 

11 On gross sales. They showed a loss in net 

12 profit. That would have some bearing on the 

13 purchase price as well. 

14 MR. CAMP: That would be management 
15 that you could im>rove? 

16 THE WITNESS: That is why we 

17 acquired the company. 

18 } MR. CAMP: You must have looked 

19 at the gross sales? 

20 THE WITNESS: Right. 


THE CHAIRMAN: Gross sales are 
your key, are they not, in your decision to 

acquire? 

THE WITNESS: Gross sales. My 
grandfather started this business and my father 
is still active in the company --- 

THE CHAIRMAN: Mr. Sedgwick said 
your great grandfather. 

THE WITNESS: My grandfather. 


MR. SEDGWICK: I missed a generation. 


At bt pi teh acini 
dentapa as suadow@ duno ed? ot baagiet at aehagl, 
wy tastes enemy odd 


wae I tadw mori AOmwETW BT vena 
esol 6 beworde atnemetede @'nobaod URS Hh 
Sig ted seol 8 bewode yet? .aefae eeo7g mo. 
of? no gatwsed enon sved bivow ten? <abIo1g 


Liew es sotaq seado tug 
gnemegenan ed bivow stadt -FMAD .AM 


fevoremt bluos voy Jsit 


ee ee 


ov Ydw eb tsdT +86RHTIW aur 
| -\aegmoo eit beriupos 

pexool eved taum yoY ;9MAD .AM 
Sasisa seowgy ons ts 

tight — :BeGMeTW. BHT 

e165 eeise esox) ‘:WAMAIAHD SUT 
ot notatoeh qwoy at ,ton yedt oxs , vox syoy 

Sextupos . 

WM .a9ige eeord :823uTiw gHT 
ted’s? yum bas eeontaud axes beviste tenis lonsty 
vo- ynsquos sit nt evizos {f{tja et 

btse dAolwebes .aM :WVAMAIAHD SHT 
-tenvsthnety tsetg woy 

-tedtaitaet, yt  :22auTIW SHT a 
apt fauensa 8 besatm I :A9IWOOg2 AM 


Toronto, Ontario 


Nethercut & Co, Ld. - 2866 - Molasky, ex 


(Holland) 


THE WITNESS: In 60 years, I think, 
in this business, we could probably operate the 
fullest,most economic way. We have our formulae 
and we have our business established on the type 
of business. 

DR. JEANNERET: I think the 
Chairman has made a good point and you have too, 
Mr. Molasky, in the sense that you are a very 
homogeneous kind of business. You know what 
is' the cost in your business and you know the 
gross and you pretty well know what you can hope 
to earn, or net, in that area. It is not going 
to be very- much different from operating somewhere 
else. 

THE WITNESS: Correct. 

MR. CAMP: In all of your Canadian 
operations, I take it that, with the exception of 
Metro News, all these operations you run 
are wholly-owned by your own family? 

THE WITNESS: Yes. 

MR. CAMP: You don't have any 
American minority shareholders? 

THE WITNESS: No. 

MR. CAMP: Is that similar to your 
operations in the United States? 

THE WITNESS: Yes, the same 
relationship in the United States. 

MR. CAMP: Though you have no 
objection to minority shareholders buying in? 


THE WITNESS: No. 
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MR. CAMP: That is not one of 
your principles that has emerged in 60 years of 
doing business? 

THE WITNESS: No. 

MR. CAMP: You wouldn't want to 
be a minority shareholder? 

THE WITNESS: No. 

THE CHAIRMAN: That is like being 
in the opposition! (Laughter) 

MR. CAMP: Or worse! 

MR. HOLLAND: Q. We have dealt 
to some extent with Metro and London and Sarnia 
and Belleville, and I now want to move on a 
little bit. There was an article that appeared 
in the Toronto Dally Star on Tuesday, June 15, 
1971, that purported to quote you. I will read 
part of the article to you: 

"In St.Louis Mark Molasky, 

President of Metro Toronto News 


Co. said he was 'shocked' by 


reference to a threatened 'monopoly'. 


"We have no plans, no negotiations 

with anyone else in Canada. We 

Gon't have the hundreds of millions 

of dollars assets to carry out a 

large-scale takeover', he said." 

Now, were you correctly 

quoted? Do you remember what you did say? 

A. As I remember, the only thing 


I did say was that, he asked why they would 
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impute this motive to Metro and I said I 
didn't understand it. We did not have hundreds 
of millions of dollars to take over the territory 
when they so stated. 

MR. CAMP: Who was "they"? 

THE WITNESS: Newspapers. I 
think there were prior newspaper articles on this. 

THE CHAIRMAN: I understand the 
Metro Toronto News Company has not been involved 
in anything like that. 

MR. HOLLAND: No. 

THE CHAIRMAN: It. is..Metro,-Toronto 
News Company Limited and Somerset. 

MR. HOLLAND: Q. In any event, 
Mr. Molasky, did you, in fact, have negotiations 
to purchase any other geographical areas other 
than Metro Toronto, which you have told us about, 
London, Sarnia and Belleville? 

A. What do you mean when you say 
"negotiations"? 

Q. Any discussion with any of 
the owners of any of those areas, other than the 
four I have named? 

A. Yes. 

Q. Did you have any discussions, 
to be specific, with Cornwall Distributors Limited? 

Aw. NO.»...A. phone cal... 

Q. Was that with a Mr. Bryan? 

A. Correct. 


Q. He owned or controlled Cornwall 
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News Limited, as I understand, Cornwall News 


Distributors Limited, Cornwall. That is the green 


area shown’ on Exhibit 3. 


A. Correct. 
Q. Did you initiate that phone call? 
ASM « Indias 


Qe 8Did you®indicate té6.him in that 


phone call that you or the Molasky group, was 


interested in purchasing Cornwall News? 


A. Yes. 


Q. And did you have a second 


telephone call with him about six months ago? 


I suggest the first call was about a year ago. 


‘A. I believe yes. 


Q. And did you have a second 


telephone’ call about six months ago? 


to Mr. 


A. I really don't remember. 


Q. Did you make him a cash offer 


for the business? 


A. There was no price set. 


Q. Did you tell him that you were 


prepared to pay Bryan 5 per cent more than any 


offer he might receive? 


A. Absolutely no. 
THE CHAIRMAN: Absolutely no. 
MR. HOLLAND: Q. Did you indicate 


Bryan in a telephone call, or telephone 


Caldas’, that should he not sell to you or your group, 
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1 you would take over the adjacent territory and 

2 infringe on the Cornwall News territory? 

3 A. Absolutely not. 

4 THE CHAIRMAN: a Veke™ icy Mr’. Holland, 
5 you are going to call evidence on this point? 

6 MR. HOLLAND: I hope so. I hope 

7 Mr. Bryan will be available to give it. | 
8 MR. CAMP: Perhaps you could 

9 ask the witness what he did tell him. | 
10 MR. HOLLAND: Q. What did you say 

11 to Mr. Bryan in the telephone call you remember? 

12 A. I introduced myself and asked 

13 him if he would be interested in selling out. 

14 I told him if he was, I would be happy to 

15 negotiate a price. 

16 MR. CAMP: Was that the first phone 

17 call in 1970 or the second? 


THE WITNESS: I don't remember the 
second phone call. 

DR. JEANNERET: You said you were 
prepared -- I am sorry. 

MR. CAMP: I don't mind being 
interrupted, but I would like you to finish. 

THE WITNESS: I said we could 
negotiate and if it was agreed upon, we would give 
him & fair price. 

MR. CAMP: What do you recall he 
said? 

THE WITNESS: "Whenever you are 


ready, come up." 
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MR. CAMP: This was in 1970, I 
take it? You said you would go? 

THE WITNESS: Yes. 

THE CHAIRMAN: When do you think 
it was? 

THE WITNESS: I think it was two 
or three months prior to Belleville. 

MR. CAMP: This would be the first 
of the year? 

THE WITNESS: Yes. 

MR. CAMP: This would be March 
in Belleville, or June? 

THE WITNESS: I would say January 
Of 1972). 

MR. HOLLAND: Q. Following along 
on that, did you come up to see Mr. Bryan? 

A. No. 

Q. Why not, if you had initiated 
the telephone call? 

A. We decided at that point we 
were not interested in buying Cornwall. 

Q. Who do you mean by "we"? 

A. The members of Pierce News 
Company and general management up in Torénto. 

Q. Whose decision was it for you 
to make this first telephone call? 

A. My own. 

Q. Without prior consultation with 
other members of your family? 


AS Yes. 
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~ 2872 - Molasky, ex | 

Q. Why did you decide you were 
not- interested in buying Cornwall? 

As First of all, there was another 
distinct type of operation with separate management | 
and we had management problems in Toronto in | 
January. It would increase the management | 
problems. This territory was going downhill 
on the Quebec border. I just made the decision. 
It was purely an economic decision not to Oy Los 


DR. JEANNERET: The proposal 


to purchase, of course, you were quite serious, 
you intended to purchase, if the price could be 
negotiated? 


THE WITNESS: Yes: 


DR. JEANNERET: Presumably, according 
to the pattern you have mentioned, you must have 
already been in touch with the distributors 
concerned, so that you knew that they were behind 
you? 

THE WITNESS: No. 

DR. JEANNERET: You were not in 
this case? 

THE WITNESS: No. 

DR. JEANNERET: You would be 
before you confirmed your offer? 

THE WITNESS: If Mr. Bryan agreed 
tothe purchase price and I agreed with the price, 
then I would go to the distributors. 


DR. JEANNERET: You would commit 


yourself to the purchase of a wholesaler without 
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having an agreement with the distributors? 

THE WITNESS: Yes, 

THE CHAIRMAN: He said it was on 
a hand-shake basis and now we are going back 
another step. We are going from the time of 
Signing the agreement to the time when you have 
a gentlemen's -- hand-shake. 

THE WITNESS: I would say a handshake| 
LS tdsLds om never anticipated any problems. 
A hand=shake still is not a contract. 

THE CHAIRMAN: Litt stds istinot 
a contract. 

MR. CAMP: You didn't even know 
when you made the offer? 

THE WITNESS: We did not discuss 
ats 

THE CHAIRMAN: It has to be 
written to buy it, but this was based on no 
knowledge of the value of the territory? 

THE WITNESS: No. 

MR. CAMP: You were just interested 


Inp i cking 4t vup 


iabosd » yee biwow I > eeamtaW er uta eoane 
-eeldotg ee besagtotons. neven I = Lttse ct 
| Jgsataoe # tom at Litde exede~baed A 
Jou at LLhde &%  - <WAMATAND Ht. ve an 
/ToaTIA0o 8 
wots asve o' aBSo wo¥  rSMAo + 
| Peete ee ebam wor mériw 
eeuoetlb Jon S26 8. -yeeSwitW ae 
a: 
od oF aed oI -WaMAIAHD oH? 
on oo Seasd mpw atdd dud ~th gud oF | osdsiuw 
?erothrred edt te sulsv eft to exybelwont 
,ou ¢SeRnrlw. SHT 
basewrssat fey) stew vor 4MAD | AM P 


-qu dL gnidoltd at 


A 


47, 
~ 


Nethercut & Co, Ltd. ca 2874 Ss Molasky, ex 
Toronto, Ontario ( Holland ) 


THE CHAIRMAN: Before we leave this, 
if this is going to be the pattein like you say, 
we will go after this, if you will bear with us. 
I was interested in your remark that before you 
called Mr. Bryan you had no prior consultation 
with anyone in your own firm? 

THE WITNESS: Correct. | 

THE CHAIRMAN: Is this a general | 
practice? If you decide you want to acquire something 
on account of your over-all organization and 
business in Canada that you don't check with your 
father or anyone else before you d© Lt? 

THE WITNESS: No. 

THE CHAIRMAN: You don't? 

THE WITNESS: No. 

THE CHAIRMAN: How long have you 
been undertaking this proceeding? 


THE WITNESS: Since I became President 


at the early part of this year. 

THE CHAIRMAN: Is there any 
Significance to the fact that your father, in fact, 
Signed as President in relation to this particular 
transaction? 

THE WITNESS: My father had enough 
faith and gave me enough responsibility so that 
I would do the job. This wholesale operatior is 
not our complete portfolio. 

THE CHAIRMAN: Are any of those other 
areas in Canada? 


THE WITNESS: Yes. 
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MR. HOLLAND: Q. Then, Mr. Molasky, 
if I may move to Chatham, I understand that your 
father, Allan Molasky, telephoned Mr. Vaughan 
at Kent News Service in Chatham in May of 1971 
concerning an offer to purchase Kent News Service 
of Chatham. Do you have any information concerning 
that? 

A. Yes, I made the phone call 
after the signing of the contract with Reg Halliley. 

Q. Just to refresh our minds 
Reg Halliley was ie pet out his interest in London 
and his interest in save? 

A. The contract was signed. 

Q. You then communicated with 
Mr. Vaughan of Kent News Service of Chatham? 

A. Right. My father did discuss 
purchasing Chatham approximately a year and a 
half prior with Mr. Jak Geller. 

Q. That was in Hamilton, I 
think. 

A. Jake Geller was selling his 
businessin Windsor, Ontario. I flew up with my dad 

and Our General Manager and we sat down with 
Mr. Geller and discussed the purchase price. 

The only way that we could economically structure 

to pay Mr. Geller the price he wanted was to 

acquire Chatham as a separate and distinct operation 
in the southern tip of Ontario. The purchase pre 
was not agreed upon between Mr. Geller and my father. 


The purchase price was not agreed upon in Chatham and 
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1 we decided to let it go and I believe it was sold to 

2 another person, 
3 MR. CAMP: Where did they reside? | 
4 THE WITNESS: In Windsor, Ontario. | 
5 MR. CAMP: How long ago? | 
6 THE WITNESS: About a year ago. | 
7 It was completely contingent upon us being able 

8 to buy Windosr, our buying in Chatham. | 
9 MR, HOLLAND: Q. I understand that after 
10 the Windsor deal fell through you again approached 

11 the owner in Chatham in May of this year? 

12 A. After I signed a contract 

13 with London. 

14 Q. Because that would have given 

15 you the adjacent geographical territory; is that 

16 right? 

17 A. Correct. 

18 Q. Now, let us turn to Kingston. 

19 That is Churchill News Services, I believe? 

20 | A, Correct. 

21 Q. Did you telephone Mr. Churchill 
22 in March of 1971 concerning the purchase of the 

23 territory of Churchill News Limited in the Kingston 

24 area? 

25 Ais Yes, 

26 Q. Did you tell him you were 
27 interested in purchasing the business? 

28 A. Yew. 

29 Q. Did you ask for a price? 


30 A. He told me he was interested 
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Toronto, Ontario 
1 in selling and asked me what my offer was. The 
2 first thing I told him was that it comes to 
3 approximately 30 per cent of gross volume. 
4 Q. Did you telephone Mr. Churchill | 
5 again on the lst of May, 1971? 
6 A. Yes, 
7 DR, JEANNERET: 30 per cent of gross 
8 Sales would be the probable purchase range? 
9 THE WITNESS; Well, that is what I 
10 offered, yes. 
11 MR. HOLLAND: Q. So, you only had 
12 the one telephone conversation with Mr. Churchill? 
13 A. No, I had another phone call 
14 with Mr. Churchill. 
15 Q. When was that last telephone 
16 call? 
17 A. Oh, about a month and a half 


ago, I guess. I don't remember the date. 

Q. Iam just suggesting it 
was on the 1st of May, 1971? 

A. Yes, 

Q. And what was said in that 
second telephone conversation? 

A. Mr. Churchill expressed an 
interest, said he was going to Furope for a month 
and that when he came back he would contact me. 

Q. And were you interested in 
purchasing Churchill News Limited in Kingston 
geographical area? 


As At the right price, yes. 
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Q. Now then, let us move to 


Hamilton. And Mountain City News Company Limited 


which I believe was owned or controlled by Mr. Fred 
O'Brien. Is that correct? 

A. Right. 

Q. Did a Mr. Leslie Flegel-- 


first I suppose we should identify him. Who is 


Mr. Flegel? 
a, He is an employee of Pterce 


News Company, Inc. 


Q. And he is resident in 
St. Louis? 
A. Yes, 
Q. And in June, 1971, to your 


Knowledge, did Mr. Flegel telephone from St. Louis 


to Fred O'Brien in Hamilton concerning the purchase 


of Mountain City News Company Limited? 


A. Mr. Flegel came back to 
St. Louis after having a sales meeting with a 
group of Canadian wholesalers, the President of 
P.B.M.I. which is a wholesaler organization in 
the United States and came back to St. Louis and 
Said that Mr. O'Brien throughout his statement, 
that he took it to be that Mr. O'Brien wanted to 
Sell out to us. He then made a phone call and he 
asked Mr. O'Brien if he was serious, if he really 
wanted to sell out. Mr. O'Brien said yes. 
Mr. Flegel said, "Mark Molasky and I are coming 
up to Toronto next week. Would it be okay to have 


a meeting?" He said, "Sure", 
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Q. And did you, in fact, come 


up to Hamilton with Mr. Flegel? 


A. Yes. 
Q. And when was that? 
A. I would have to ask Mr. Flegel. | 


I don't really remember. 


Q. Mr. Flegel is here, is he? 
Ay Yes, 
Q. And can you tell us 


approximately when that would be? 


A. I remember you had ten inches 
of snow. 

Q. That often happens. It 
would be -- 

A. I believe it was right after 


the signing of Belleville and Peterborough. 
| Q. Were you up here for the 
Signing of Belleville? 
A. No, 


Q. Well, Belleville was signed 


on the 2nd of March, 1971? 


a. im signed.it.ineSt,; .Louis..1t 
was mailed down. 
Q. You think it was right after 


the end of March that you came up to Hamilton? 


A. Yes. 

Q. With Mr. Flegel and you met 
Mr. O'Brien? 

A. tes, 


Q. And then you had some discussio 
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1 with him in Hamilton, did you? 

2 A. Correct. 

3 Q. And you discussed the purchase 
4 of his geographical area? 

5 Ae I discussed that we were 

6 interested. He took us around and ee book 

7 operation and he had some other partners in his 

8 wholesale operation. He then took us into his 

9 office, pulled out a recent statement and said, 

10 "The price I want is $800,000 cash. That is 

11 the ten times multiple, here is the figure here, 

12 $80,000 net cash." 

13 Q. And what did you and Mr. Flegel 
14 have to say about that? 

15 A. We told Mr, O'Brien he was 

16 in the ball park that when he was ready to sit 

17 down and discuss a purchase price we were willing 


to sit down at the same time. He then replied 
to me that he wanted to discuss this with his 
father and ask his blessing on selling his business. 
That is all that was discussed. 

Q. What happened following that? 

A. Either we called Mr. O'Brien 
or Mr. O'Brien called us a week after he got back 
from Florida and expressed this time that he was 
not interested in selling out at this time. 

Q. Did he indicate he might be 
interested at some future time? 

A. Yes, he did. 


Q. Then, let us move fram Hamilton 
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C6 Toronto, Ontario (ighiands 
1 to Kitchener. Did you on April elst, 1971, telephone 
2 from St. Louis to Mr. Harold Hill of Kitchener? | 
3 A, Yes. 
4 Q. And I believe at one time 
5 Mr. Harold Hill and his son owned Kitchener News? 
6 A. Yes, 
7 Q. And when you telephone on 
8 April 2lst, 1971, did you advise Mr. Hill that 
9 you were interested in buying Kitchener News? 
10 As Yes, 
11 Q. What were you told? 
12 A. I was told that they had a 
13 contract that was closing in one week. 
14 Q. You were told that he had 
15 sold, is that right? 
16 A. No, I was told he had a 
17 contract. 
Q. A contract for sale? 
A. Yes. 
Q. And he was closing in one week? 
re Yes, 
Q. When you telephoned Mr. Hill, 


did you already know about that contract for sale? 
A. Hearsay. 
Q. What do you mean by that -- 
someone had told you about it? 
A. John Romanez called me up and 
told me that he understood Kitchener was being sold. 
Q. And John Romanez is the 


Manager of Metro Toronto News Company? 
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1 A. Right. 
2 Q. And did this prompt your | 
3 telephone call to Mr. Hill? | 
4 Ag Yes. 
5 Q. And had you also been told | 
6 the names of the purchasers? | 
7 A. At that time no, only that | 
8 Terry Cosgrove was part of the ownership. | 
9 Q. And he at one time had been | 
10 your Manager of Metro Toronto News Company? | 
11 A, Right. 
12 Q. And when had he left your 
13 employ at Metro Toronto News Company? 
14 A, In January of 1971. 
15 Q. And you then knew when you 
16 telephoned Mr. Hill that he was one of the 
17 purchasers of Kitchener News? 

A, Correct. 

Q. Did you tell Mr. Hill that 


you would give him the same deal but pay him more 
mone y? 

A, Yes, my exact words were 
I believe that I would pay$5@,;ee0 more and 
"I don't care what price they have offered to pay, 
I will pay you $50,000 more. I don't care what price 
I am willing to pay you $50,000 more", 

Q. Did you know at that time what 
he had been offered? 

A. No. 


Q. So, you made an offer on the 
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1 telephone for $50,000 more than a figure you didn't 


bt 


even know? 

3 A. Correct. 

4 Q. And what did he say? 

5 | A. He said, "Thank you very 
6 much, Mark, if something falls through I will 


7 contact you back." 
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Q. Did you call him back the same 


day? 

A. I called him back -- no, a 
day later. 

Q. You called him back a day 
later? 


A. Yes. 

Q. Did you initiate that second 
telephone call? 

A. Yes. 

Q. What was said? 

A. I asked if he had closed down or 
was planning definitely to close. He expressed 
to me he was cléeint with the men and at that 
time he told me who the men were. 

Q. And what names did he give you? 

A. Terry Cosgrove and group, 
people backing him. 

Q. Did he give you the names of 
those people? 

AG  oNOF Brian Bramall and group, 
Fred O'Brien. 

Q. Just a moment. Did you know 
who Brian Bramall was? 

A. Yes. 

Q@. Who was Brian Bramall? 

A. He was a wholesaler in Vancouver. 

Q. Who else did he say? 

A. Fred O'Brien. 


Q. That is Fred O'Brien from Hamilton 
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1 News? 

2 A. Hamilton, yes. 

3 Q. That is Mountain City News 

4 Company in Hamilton? 

5 A. Yes. 

6 Q. Who else? 

7 A. Gordon and Gotch Limited. 

8 Q. That is the second name on that 
9 list of distributors there, I believe? 

10 A. Correct. 

11 Q. That was then a distributor? 
12 ms Tae Wi ghiti. 

13 : Q. Who else? 

14 ae A. -Bill Smith, Managing Director 
15 of Gordon and Gotch in the United States. 

16 ; Q. Then did you have any further 
i negotiations concerning Kitchener prior to the 
18 | 10th of June,1971? 

19 PS FNOG 

20 Q. Were you at the Inn on the Park 
21 in Toronto on the 10th of June, 1971? 

22 A. Correct. The 10th of June 

23 was a luncheon. 


Q. It was a luncheon? 

Aw ‘Yes. 

Q. Did you have some sort of 
a hospitality suite, or something like that? 

A. Just my own room. 

Q. Did a meeting take place in 


your room on the afternoon of the 10th of June, 1971, 
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at which you were present along with Mr. Flegel, 


Mr. Romanez, Mr. Fred O'Brien, Mr. Bob McMonigle, end 


Mr. Brian Bramall? 
A. And Jim Grubb as well. | 
Q. All of these people I have | 
mentioned were present in your room at this meeting? 


A. Correct. 


Q. Was this a meeting to discuss 
the possible acquisition of the Kitchener 
geographical area by the Molasky interests? 

A. It was more or less a meeting 
to determine where we all stood. There were 
no offers- made to buy the Kitchener territory. 

Q@. All right. We will just deal 
with what was said in a minute. I understand 
that Triangle publications, one of the North 


American distributors, following this sale to 


this group that you have mentioned in Kitchener, 
cut off their distribution to the publications 
handled by Triangle publications? 

A. All I know is that Triangle 
asked me to be their distributor in Kitchener. 

Q. But if Triangle had asked 
you to be their distributor in Kitchener, the 
distribution could hardly be handled by the 
Kitchener group that purchased from Mr. Hill, 
is that not right? 

A. Yes. 

Q. At the time of this meeting 


on June 10th at the Inn-on-the-Park, had you 
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already made the arrangements with Triangle 
whereby you would take over the Kitchener area 
for Triangle? 

A. I believe it was already 
Started the first week of June. 

Q. So the answer is yes, you had? 

A. Yes. 

Q. Now, as I understand it, Triangle 
handle a number of publications and their two 
main ones are TV Guide and Seventeen Magazine? 

A. Correct. 

Q@. Would you just explain to us, 
if you can, the importance of having the wholesaling 
rights to TV Guide? 

A. There is really no importance. 
It is like any other thing. It is just another 
magazine thrown on the truck. 

MR. CAMP: I am sure you know 
the circulation of TV Guide now in Ontario 
Weekly. What is it? 

THE WITNESS:° Approximately 
900,000. 

MR. CAMP: At least. The retail 
price of TV Guide is? 

THE WITNESS: Jo Cents. 

MR. CAMP: The wholesaler gets 
how much of that? 

THE WITNESS: I am not aware of 
that. Mr. Romanez would be. 


MR. CAMP: You don't know how 
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1 much the wholesaler gets and the newsstand dealer 
2 gets? 

3 THE WITNESS: No. 

4 : MR. CAMP: Presumably he gets 

5 some portion of that. Do you know any magazine 

6 sold on the newsstands in Ontario that has the 

7 circulation TV Guide has? 

8 THE WITNESS: No. 

9 MR. CAMP: Do you know any newsstands 
10 that would not carry TV Guide? 

11 “‘soelHE. WITNESS: No, none. 

12 MR. CAMP: SO.sthe fact is TV Guide 
13 is probably far and away the most significant 

14 magazine handled by newsstands? 

15 THE WITNESS: Within those terms, 
16 yes. 

17 MR. CAMP: Within the terms of 


volume sales. Possibly it is to you as well 
as the wholesalers, is it not? 

THE WITNESS: Yes. 

MR. CAMP: It is not just a 
magazine dumped on a truck? 

THE WITNESS: I think any magazine 
is another magazine dumped on a truck. 

MR. CAMP: I thought you said 
it was just another magazine that would take space 
up in a truck? 

THE CHAIRMAN: We happen to have 
some knowledge that TV Guide is probably the 


major periodical on the market and you are telling 
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us it is not very important? 

THE WITNESS: I think I said it 
is an important magazine. Every magazine has 
some importance. 

THE CHAIRMAN: In terms of sales, 
it is’ the most profitable? 

THE WITNESS: Yes. 

MR. CAMP: To put it in perspective, 


selling 900,000 copies of TV Guide a week on 


“the newsstands in Ontario, you are probably selling 


about 22,000 copies of McLean's a month Or 5000 
copies of Saturday Night a month. 

THE WITNESS: I don't know those 
figures. I assume they are right. 

MR. CAMP: Is the racing form, 

Daily Racing Form, also distributed by Triangle? 

THE WITNESS: Yes. 

MR. CAMP: You are the wholesaler 
for the Daily Racing Form? 

THE WITNESS: Yes. 

MR. CAMP: Do you have a figure 
for that? 

THE WITNESS: No. 

MR. CAMP: Can you get it for us? 
THE WITNESS: Yes. 
MR. HOLLAND: Q. So, Mr. Molasky, 
as I understand it, as of the first of June, 
1971, you had already taken over the Kitchener 
area for Triangle Publications, which included 


TV Guide, the Daily Racing Form and Seventeen 
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: Magazine? 

$ A. Correct. 

MR. CAMP: Any others, Mr. Holland? 
. MR. HOLLAND: Q. And this 

5 would be, to put it mildly, a very substantial 

6 shock to the purchasers of that geographical 

7 area? 

8 A. I would assume so. 

9 ~Q@. Now, had any other North 

10 American distributor given you the distribution 
11 rights, if we can call it that, in the Kitchener 
12 area, as of the 10th of June, 1971? 

13 A. MacFadden-Bartell Corp. 

14 Q. When was this? 

15 A. I was instructed we would 

16 be made the distributor July 6th. 

17 Q. In the Kitchener area? 


A. Correct. 

Q. Although you had not actually 
taken it over? 

A. Yes. 

Q. At the time of June 10th, of 
this meeting, you had not taken it over but 
you were already being told you would have the 
distribution rights or the wholesaling rights 
in the Kitchener area effective July 6th? 

A. Correct. 

Q. You had been given a written 
communication to that effect? 


A. Yes. 
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THE CHAIRMAN: Could we have some 
indication of the publications of MacFadden-Bartell? 

THE WITNESS: Mr. Romanez has that. 

THE CHAIRMAN: Surely you have 
some idea what their publications are? 

MR. HOLLAND: Q. Perhaps, before 
we get to this, this is an American organization? 

‘A. Yes. 

THE CHAIRMAN: Is the witness 
telling me he doesn't know what MacFadden-Bartell's 
publications are? 

MR. HOLLAND: Q. Would you mind 
telling us that? 

A. I have a chart which shows 
that. May I? 

THE CHAIRMAN: Certainly. 

THE WITNESS: Approximately 100 
magazines, True Story, True Confessions, True 
Romance --- 

THE CHAIRMAN: Be very careful. 

All I have asked is what the more significant 
ones might be. | 

THE WITNESS :»olethinkefrue: Story 
and Photoplay. I really do not hae the figures 
on that. 

THE CHAIRMAN: I wonder if we could 
have this document, or a copy, for our records, 
so we can see it? 

MR. CAMP: Do you have it? 


MR. SEDGWICK: No, -I don't. 
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1 THE CHAIRMAN: Do you have any 

2 objection to having copies made? 

3 MR. SEDGWICK: You can Xerox a 

ob few and give me one. 

5 THE CHAIRMAN: We will do it at 

6 our expense. 

7 MR. SEDGWICK: Thank you very much. 
8 (Laughter) 

9 THE CHAIRMAN: Just before we 

10 break for lunch, if I may ask one or two questions: 
11 ‘Between the time that you had the 

12 conversation with Mr. Hill in which you said that 
13 you would pay $50,000 more than whatever.the price 
14 was that this group, Cosgrove and others, were 

15 prepared to pay, without knowing what it was, 

16 about when was that, April the 2lst or so? 

17 THE WITNESS: Yes. 


THE CHAIRMAN: Between that time 
-- let us put it this way -- you mac inother call 
to Hill the next day and that was April 22nd? 

THE WITNESS: Right. 

THE CHAIRMAN: Between that time 
and the time that Triangle made its decision -- 
do you know when Triangle made the decision and 
notified Hill they were no longer interested? 

THE WITNESS: I was notified, 
Ibelieve, the 28th of May. 

THE CHAIRMAN: By whom? 

THE WITNESS: Mr. Hugh Proctor, 


he is assistant circulation manager. 
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THE CHAIRMAN: What did he notify 
you? 
THE WITNESS: He asked if I would 
be their distributor in Kitchener and expressed 
he would’ like to have an answer as soon as possible. 
MR. CAMP: It wasn't the other 
way around? 
THE WITNESS: Absolutely not. 
THE CHAIRMAN: Did you, between 
that time, 28th of May and the 2lst of April, 
have any discussion with anyone in the executive 
of Triangle, including Mr. Lichtenberg, in connection 
with Kitchener's position --- 
THE WITNESS: No. 
THE CHAIRMAN: You did not? 
THE WITNESS: It was none of my 
business. 
THE CHAIRMAN: Did anyone in your 
firm of.Pierce or Metro Toronto News or anyone 
else, have any conversation with Mr. Lichtenberg, 
or anyone in his firm, in connection with Kitchener's 
position? 
THE WITNESS: Not that I know. 
THE CHAIRMAN: Did anyone else 
have some discussion with Mr. Lichtenberg in 
this connection? 
THE WITNESS: I don't know. 
THE CHAIRMAN: Would your father 
have known about this, your discussion with Kitchener 


and the offer there? 
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THE WITNESS: Yes. 

THE CHAIRMAN: Would he have known 
about it on April 21st or 22nd? 

THE WITNESS: When I first called 
Mr. Hill? 

THE CHAIRMAN: Yes. 

THE WITNESS: No. 

THE CHAIRMAN: How soon after that 
did you talk to him about it? 


THE WITNESS: I don't know. 
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DR.JEANNERET: Triangle took the 
position that you consulted them that Metro 
Toronto contacted them before the sale? 

THE WITNESS: I am not aware of that. 

DR.JEANNERET: But you did think it 

would be necessary to check lines with distributors 
before entering into a sale? 

THE WITNESS: Yes. 

DR. JEANNERET: Did you not have any 
conversations with Triangle about your position 
if you did suwceed in purchasing? 

THE WITNESS: As I said to you 
before -- over and over again at first I discussed 
with them. 

THE CHAIRMAN: He doesn't do it by 
a handshake, he approaches them and then he 
discusses it and then he checks. 

Now, what is the relationship between 

Triangle 
Pierce that you know and / historically and 
at the present time? 

THE WITNESS: Yriangle was a 
Supplier of mine. When I say "mine" of our 
company's. I tried to do the best job for Triangle 
as I would do for any other national distributor. 

THE CHAIRMAN: Now, you have gone 
back a couple of times. Let me take you back. 


Was there not at any time, historically at least, 


an association between your grandfather and the owner 


of Triangle? 


THE WITNESS: Yes. 
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1 THE CHAIRMAN: What was that 

2 association, was it a business association? 

3 THE WITNESS: I believe they were 

4 handling racing wires. 

5 THE CHAIRMAN: Anything else? 

6 THE WITNESS: No. 

7 THE CHAIRMAN: Itwas a business 

8 relation? 

9 THE WITNESS: Yes. 

10 THE CHAIRMAN: Does it have to do 

11 with the publishing relation? 

12 THE WITNESS: No. 

13 THE CHAIRMAN: And is there any 

14 relationship at this time between those two firms 
15 other than the one as a distributor and the other 
16 as a wholesaler? 

17 THE WITNESS; That is all the 


relationship there is at this time. 
| THE CHAIRMAN: All the relationship 

there is at this time. And is the relationship one 
of direct contact doing business in the United 
States by Triangle as a distributor and Pierce as 
a wholesaler on a day-to-day basis? 

THE WITNESS: Correct. 

THE CHAIRMAN: That is, Triangle 
did deal with Pierce as a wholesaler in what 
markets? 

THE WITNESS; St. Louis, Kansas city, 
New Orleans, 


THE CHAIRMAN: So, Pierce is what you 
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1 could call a major wholesaler of Triangle materials? 

2 THE WITNESS: There are people a 

3 lot larger than we are. 

4 THE CHAIRMAN: It is time to say 

5 if you are major or minor. Are you a major or 

6 a minor? | 

7 THE WITNESS: Well, not major or 

8 minor, 

9 THE CHAIRMAN: But you are significant! 

10 THE WITNESS: Yes. 

11 THE CHAIRMAN: What volume did 

12 your firm Pierce do with Triangle in the United | 

13 States in terms of dollars? 

14 THE WITNESS: I think I could answer 

15 usually by the number of copies sold -- approximately 

16 125,000 copies. 

17 THE CHAIRMAN: When? 


THE WITNESS: Per week, 
THE CHAIRMAN: 125,000? 
THE WITNESS: 1253000. 
THE CHAIRMAN: Do you set it 
at 125,000 copies? 
THE WITNESS: That is TV Guide. 
THE CHAIRMAN: What about your volume 
in relation to all these other periodicals or books 
or whatever it is that Triangle produces? What 
is your weekly or monthly volume with Triangle, 
in terms of business? Would it be $24 million 
a yaar, $30 million a year? 


THE WITNESS: I would say approximatel 
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$5 million a year. That is $5 million billing to 


the retailers. 


THE CHAIRMAN: That is Triangle? 


THE WITNESS: No, that is the total 


Diziing: 

THE CHAIRMAN: I am trying to get 
at what your relationship with Triangle is in 
terms of dollars. 

THE WITNESS: Maybe 10. per cent. 

THE CHAIRMAN; Maybe 1% per cent? 


THE WITNESS: Maybe. 


THE CHAIRMAN: Does the same figure 


apply to the other markets in which you are 
distributing? 


THE WITNESS: Yes. 


MR, CAMP: Who notified you as to the 


decision of MacFadden-Barte1ll? 
. THE WITNESS: I was notified by 

Al. Traina, he was President of MacFadden-Bartell. 

MR. CAMP: And he simply told you 
that he had made a decision to improve his 
distributorship by new buyers in Kitchener? 

THE WITNESS: Yes. 

MR, CAMP: You did not previously 
discuss the matter with him? 

THE WITNESS: No, I did discuss 
it with MacFadden and I did discuss it with some 
other publishers as well. 


MR, CAMP: In an effort to get you 


into Kitchener to take away distributorshi:s from the 
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Toronto, Ontario 
new operation? 
THE WITNESS: The proper words are 
not "take away", The proper words are "better 
service", 
THE CHAIRMAN: You solicited them? 
THE WITNESS; .I solicited only that 
I was moving into Kitchener with Triangle 
Publications and I felt that Metro Toronto News 
Company as a whole could do a better job and increase 
their volume. Increasing their volume is giving 
better service. 
MR. CAMP: But you ma de these 
solicitations after you had the knowledge that 
you had no contract in Kitchener? 
THE WITNESS; Yes. 
THE CHAIRMAN: How long did it 
. take Triangle to make up their minds, from the 
time you Oliciocar 
THE WITNESS: TI never solicited 
to Triangle. 
MR, CAMP: I am sorry. 
THE WITNESS: They gave me their 
notice approximately three weeks afterwards. 
MR. CAMP; The centract between 
a wholesaler and a distributor, is it a matter of 
a written agreement, a formal contract to undertake 
to act for him as his wholesaler? 
THE WITNESS: I have no agreements 
but I understand there are some written agreements. 


MR. CAMP: It is another gentleman's 
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agreement? 


THE WITNESS: Yes. 


MR. CAMP:. And is there a gentleman's 


agreement as to termination? 

THE WITNESS: I have never seen it, 
so I can't really answer. 

MR, CAMP: But written agreements 
do exist? 

THE WITNESS: From what I understand, 
yes;oein: 

THE CHAIRMAN: But you have never 
seen them? 

THE WITNESS; I have never seen one. 
Of course, I am in St. Louis. I understand there 
are some agreements from years back which still 
opera te from day-to-day. 

MR, CAMP; That seems fair -- 

30 days. 

THE WITNESS: That is not up to me 
to decide. 

THE CHAIRMAN: Tell me, just one 
final question,, What would move you as a prudent 
businessman to make an offer to someone like Hill 
that no matter what he paid for a business you would 


pay him another $50,000 if you could get it? 


Did it relate to your anxiety not to have Cogareve_- 


involved as a competitor or what was it? 
fHE WITNESS: It was strictly 
potentially buying another territory. We had 


London and Sarnia which were out of the question, 
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Hamilton looked out of the question and we were 
looking to expand our operations. 

MR, CAMP: We established, Mr. Nolasky, 
I may have forgotten what the gross sales were in | 
Kitchener, 

THE WITNESS: I just received that 
figure by hearsay last week which I understand 
is $1,300,000. 

MR. CAMP: You found out it was 
$1,300,000 long after you made the offer? 

THE WITNESS: Yes. I might say 
the offer was made also because I felt that 


Mr. Fred O'Brien, Mr. Brian Bramall and Gordon & 


Gotch and Terry Cosgrove are in business as 


well as I am. TI do not feel that they overpaid 


their territory and I took their judgment of what 
they paid for the company. 

THE CHAIRMAN: You told us you 
didn't know what they had paid for it. 

THE WITNESS; I am sure if they 
were in these circumstances they would offer 
$50,000 more than I would pay and it would not 
be overpaying for a territory. 

THE CHAIRMAN: Gentlemen, we will 
adjourn until 2.15 p.m. 

MR, SEDGWICK: What time, sir, do 
you propose to arise in the evening? 

THE CHAIRMAN: Well, bearing in 
mind the tenacity of counsel and the material that 


is presented before us we could go on until six or 


; jedeete i Ae Dedtadidetes’ 


ee led 
ni orew @efda seoty priest stor 
1) Ee vr 


pa, a | 
. ; 7 a On f . 
| tend Sovisoes tanh I +eeeNTiw are es: ¢ od iy 


Soave tebe T doldw teow Fear ebexsed va oruiatt 
000,008 te “it 
naw Tl coo Beol woY S2MAD AM 


'xetto ott oban yoy tetts ‘nor 000 ,O0€ ,i¢ 


ges Jémnin I .9eY ~ORTTy ater 
S219 diet T saveosd oats eben saw retio sit. 
% NofroD bas I0smetd rebel J1M .holxG'O bert . 2K 
. > i rreaud nd SIS svo1gaoed Yrrel bre iosod 
| ayreve yent Jany Ise? fon ob I” .as t es [low 
| tsiw Io Snemabul, sledy zodd I bra yrotiries tieds 
s¥NGqmo eit toT Sisq tants 
| voy &@u blot woY ;MAMATAHD SAT 
tt x04 bleq tart vecds tedw word J'abib 
| veut tl stva ae I ;82anTIW BHT 
14° %0 Sbilvow yvads didn eh aiusdeds seens at giew 
7 tom Sivow +2 Sri eq bilnow T nadd #rom 000/08¢ 


YIoOs heey 8B rot aclysqtsvo od 
{[Iiv sw .nomelined *HAMAIARO SHT at 
mq @i.8 Liiay nwotbs 
of ,228 ,amlc Seow saDTwoasa aM 
Tanineve ais nt shite oF seeqoty voy 


ot gaivesd [LW ;WAMATAHD ger - 


an 
Jwit Ie@ivatam ait tre [sanmioo to ut loaned ed? Daa 


to “it Iisa an og blued ‘sw ev st0Tsd basdtoeetq el 
a . yy 
> FP 
: - 


Nethercut & Co, Ld, x 2902 - 
Toronto, Ontario 


1 Seven but under the circumstances probably four- 
2 thirty or a quarter to five, Mr. Sedgwick. 

3 MR, SEDGWICK: Bear in mind that 
4 I have hardly said a word yet. 

5 THE CHAIRMAN: But, of course, 

6 Mr. Sedgwick, we will want to proceed until we 

7 finish, 

8 MR. SEDGWICK: I don't mind sitting 
9 until six or so, because I know you would like 
10 to conclude my clients today and tomorrow. 

11 THE CHAIRMAN: Mr. Molasky will 
12 probably be on tomorrow again. 

13 MR, SEDGWICK: Yes. 

14 

15 ---Luncheon adjournment. 

16 
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1 --- The hearing resumed at 2.15 p.m. 

2 
3 THE CHAIRMAN: We will proceed | 
4 again, please. I expect Mr. Camp will be here 

5 Shortly. Would you proceed, Mr. Holland, with | 
6 the examination? 

7 MR, HOLLAND: Q. Mr. Molasky, 

8 I want to get back to Kitchener again. 

9 As I understand it you heard from 

10 Someone of Triangle Publications that you were 

11 going to be given the rights to wholesale in the 

12 Kitchener area, is that correct? | 
13 A. Yes. 

14 Q. Now, following that, did 

15 you approach MacFadden-Bartell to get the 

16 distribution rights? 

17 A. Yes, 


Q. And was it as a result of that 
approach that you took the distribution rights 
for the Kitchener area away fror Hill?  ~..edé 
A. Yes. I showed them the 
type of service we were doing in Toronto 
and they decided that the way we were increasing 
the volume and doing a good job in servicing the 
accounts that they would like to be serviced by 
the Metro Toronto News Company. 
Q. And by doing this selling job 
you took that group of publications away from 
the purchasers of the Kitchener area? 


As I didn't take the publications 
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away: they asked me to be their distributor. | 


1 

2 Q. And the effect of their asking--+ 
3 THE CHAIRMAN; You had told us | 
4 earlier that you had solicited the business. Now, 

5 which was it? 

6 THE WITNESS: I did solicit. 

7 MR. HOLLAND: Q. You solicited 

8 the business and as a result of that solicitation 

9 and the sales growth in Toronto you took over 

10 the district for these publications from the 

11 purchasers of the Kitchener area? 

12 A. Correct. 

13 Q. To whom did you speak at 

14 MacFadden-Bartell in connection with this takeover 

15 of their distribution? 

16 A. Al Traina, and Lou Fuscc. 

17 


Q. Where did you see them? 


A. In Miami f° 

Q. When did you see them in Miami? 
Bs Approximately 24 hours after -- 
Q. When? 

A. The last week of May. 

Q. Who else did you approach 


insofar as the distributors are concerned with 


relation to Kitchener? 


A. Everyone on the list. 
Q. Everyone on the list? 
A. Yes. 


Q. We already know the reaction tha 
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you got from MacFadden-Bartell. What reaction 
did you get from the other distributors? 
A. At that time they made a 


verbal or a written commitment for the Kitchener 


area, 

Q. That they had made a 
commitment? 

A. Right. 

Q. If you had succeeded mm your 


Solicitation of these distributors, we suggest 
to you that you would, in effect, have taken over 
the whole Kitchener area at no cost? 

A, That is correct. 

Q. The area that you had offered 
to buy just a short time before for $50,000 mre 
than the Canadian group had paid for it? 


A. Correct. 
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Q. Now, let's get down to this 
meeting in your hotel room at the Inn-on-the-Park 
on the 10th of June last in the afternoon. 
Just to refresh our memories, I think we should 
go over who was there and, as I remember it, 
you were there, Mr. Romanez, your Toronto manager 
from Metro News Company was there, Mr. O'Brien, 
one of the purchasers of Kitchener was there, 
Mr. McMonigle was there of Metro News Company, 
Mr. Bramall, one of the purchasers of Kitchener, 
who comes from British Columbia, was there and 
Mr. Jim Grubb was also there? 

Ay. Correct. 

Q@. Was there anyone else there? 


Kae No: 


Q. At this time, you had Triangle 


for that area and you had MacFadden-Bartell for 
that area? 

A. Correct. 

Q. Did you, at that time, tell 
the Kitchener people, if you can call them that, 
that is the people who had purchased Kitchener, 
that if they attempted.to come into Toronto or 
London or Sarnia, the way you had moved into 
Kitchener, you would raid Ottawa, Hamilton, 
Brantford, St.Catharines and Vancouver? 

A. I think that question is 
misstated. 

Q. You can answer it yes or no. 


I am asking you if you said that, 
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1 or words to that effect? 

° A. I can't answer it yes or no. 
3 the way you stated it. 

4 Q. Let's break it down a little 
5 bit. Was there any mention of your making a 

6 raid, or trying to take over Ottawa? 

7 A. No. 

8 Q@. Did you know at that time 

9 Ottawa was owned or controlled by Mr. Fred O'Brien's 
10 father? 

11 A. Wes. 

12 Q@. And Fred O'Brien was at the 
13 meeting? 

14 A. Yes. 

15 Q. At this meeting, did you make 
16 any reference to raiding or trying to take over 
17 Hamilton? | 


A. I expressed one thing and one 
thing only. 

Q. Allright. Let's just deal 
with Hamilton. Was there mention of taking over 
Hamilton? 

A. In those words, no. 

Q. Was there any mention of raiding 
Hamilton? 

A. The only "raid" -- let me 
express this. 

Q. awDO. 

A. It was expressed that if they 


wanted to continue on in Kitchener along with me 
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i in Kitchener, we would maintain the Kitchener 

2 area. If they came into Toronto, which someone 

3 told me they solicited some of the accounts in 

4 Toronto, to protect our business, I mentioned to 
5 them that I would go into Ottawa, Hamilton and 

6 solicit accounts in those territories. 

7 P Q. Just pausing with Hamilton, 

8 Hamilton was owned by Fred O'Brien? 

9 - = A, Yes, and Hamilton was mentioned 
10 too. 

11 Q@. Did you mention Brantford? 

12 - - - A, Brantford was mentioned too. 
13 : Q. Brantford was owned by 

14 Fred O'Brien's father? 

15 Any , Correct, 

16 Q. Did you mention St.Catharines? 
17 ; A. Correct. 


Q. St.Catharines is owned by Mr. 
Jackson, who is Mr. O'Brien's brother-in-law? 

A. Correct. 

Q@. Did you mention Vancouver? 

A. Correct. 

@. And Vancouver is owned by 
Brian Bramall, who was there? 

A. WCorrect. 

Q. Then, if we can just switch 
to the situation in Hamilton for a minute, 
earlier in your evidence you mentioned that. there 
were two geographical wholegalers serving 


Hamilton. I believe that one of them is known 
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as Wentworth News? 

A. That is right. 

Q. Is this a small distributor 
that only distributes TV Guide in the City of 
Hamilton? 

Aiea NO. 

Q. What does it distribute? 

A. I think they distribute Dell, 
and I believe at one time Fawcett. 

Q. Dell and Fawcett? 

‘A. Fawcett, yes. 

Q. Would you explain what you mean 
by Dell? 

A. Dell Publications and Dell 
Publishing Company ,~ and Fawcett Publishing Company. 

Q@. Did they have Triangle Publication 
or just TV Guide? 

A. Triangle Publications, I think. 

Q@. I see. Was this just for the 
City of Hamilton? 

A. Yes. 

Q. Was Wentworth News -- who owned 
Wentworth News, so far as you knew? 

A. Mrs. Fensky. 

Q. When did she get Wentworth? 

A. Before my time. 

Q. Had the manager or the owner 
of Wentworth News: died shortly before the 10th of 
June, 1971, to your knowledge? 


A. I believe so. 
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i Q. And was Wentworth News then 
2 in the estate at this time? 
3 Ay Yes. 
4 Q. That is the 10th of June, 1971? 
5 A. Yes. 
6 Q. I suppose it would have been 
7 greatly, or would be greatly to the advantage 
8 of Mr. O'Brien to pick up Wentworth News if he 
9 could, because then he would have the rest of 
10 Hamilton. 
11 “A. I would seem so. 
12 ace ~ Q. Did you say to Fred O'Brien 
13 at this meeting that he would not get Wentworth 
14 News, but that you would get it? 
15 A. AbsoluGely.no.. I said 1 felt 
16 I had a good chance in buying Wentworth News. 
17 Q@. Was this used as a threat at 


all, in any way? 

A. Absolutely not. 

Q. Did you indicate to Mr. O'Brian 
at this time that you wanted to buy Hamilton, 
Brantford and St.Catharines, but would not buy 
them unless you got Kitchener as well? 

A. It was the other way around. 

Q. What did you say to him about 
the purchase-of Hamilton, Brantford and St.Catharines? 

A. They asked me if I was prepared 
to make an offer to Kitchener News and my answer 
was no. I expressed to him, the only way I would 


be interested, was to go back to my father, buy 
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. Kitchener News, if I could buy Hamilton, St. 

2 Catharines and Brantford. 

3 Q. How about Ottawa? 

4 A. No. 

5 Q. So, in effect, at this time, 
6 you had negotiations with them about assigning 

7 Hamilton, Brantford, St.Catharines and Kitchener? 
8 Ry ee A. Yes. 

9 Q. Insofar as the purchase price 
10 for Kitchener was concerned, did you offer them 
11 $50,000 more than they had paid for it? 

12 ; A. I offered it to one of the 

13 principals’ in Miami, Mr. Bill Smith. 

14 ‘Q. When was that? 

15 ; A. After Triangle. 

16 et Q. This would be before the 10th 
17 of June? 


Aan Bagencs 

Q. Before you got MacFadden-Bartell? 

A. Correct. 

Q. And you met Bill Smith down there? 

A. ‘Right. 

Q@. What offer did you make to him? 

A. $50,000 more. 

Q. At this meeting on the 10th of 
June, when you had taken away MacFadden-Bartell, 
what offer, if any, did you make for Kitchener? 

A. I made no offer. 

Q. Did you tell the purchasers 


of Kitchener that the value was down because they 
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: had lost two national franchises? 
2 A. No. The way the conversation 
3 went, I think everyone knew what the score was. 
4 Q. That the value was down? 
5 A. Right, but I never offered 
6 any less money or any more money. There was 
7 nooffer made. 
8 THE CHAIRMAN: What does the 
9 witness mean when he says "everybody knew what 
10 the score was"? 
11 THE WITNESS: I think they had 
12 fully recognized that we were distributing 
13 Triangle and enemirent ines we were distributing 
14 MacFadden, ney. think they realized we were 
15 “interested in servicing the Kitchener area. 
16 m THE CHAIRMAN: They were ina 
17 very vulnerable position, then? 
18 THE WITNESS: I would not say 
19 vulnerable. You are only vulnerable in the eyes 
20 of the beholder. They made a bad business deal 
21 MR. HOLLAND: Q. Theymade a bad 
a2 business deal? 
23 A. In my eyes. 
24 Q. Because they lost two American 
fa) distributors? 
26 A. Yes. 
27 Q@. One of them was as a result 
28 of your efforts? 
29 A. Yes. 


30 Q@. Now, how did this meeting end on 
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the 10th of June? Was there a new meeting set 
up? 

A. Mr. O'Brien said -- I asked 
him if he wanted to sell or not, and he said 
he would tell me the next week. He met with me 
that night, approximately about 2:00 o'clock 
in the morning, and stated that he hadn't made 
up his mind. We were having a social drink. 

Q. Quite a social drink! 

A. Quite so. The next thing 
I knew, I got a call from John Romanez stating --- 

Q. That was the end of the 
negotiations? 

A. . Correct. 

Q. Did you telephone Mr. O'Brien 
on June 14th and tell him that, in view of the 
proposed legislation, negotiations were off? 

A.. Correct. 

Ws May I put if to you,.then, In 
summary, Mr. Molasky, that as of June 14th, 1971, 
you or your family owned or controlled Metro 
Toronto News Limited which, in turn, owned half 
of Metro Toronto News Company? 

A. Correct. 

Q. Lambton News Service in Sarnia? 

A. Yes. 

Q. Which had closed on the Friday 
before? 

A. Right. 


Q. Western Ontario Distributors 
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Limited of London? 

A. Yes. 

@. Which had also closed on the 
Friday before? 

A. Yes. 

Q@. And Upper Canada News Limited, 
Belleville, which had closed on the lst of June, 
LO7 L? 

A. Correct. 

Q@. And I also, in summary, suggest 
to you that, as of the 14th of June, 1971, you 
or your family were involved in negotiations for 
the purchase of the following Ontario Wholesalers: 

Kent News Service in Chatham? 

A. No. 

Q. Cornwall News Distributors 
Limited in Cornwall? 

A. NO. 

Q. Mountain City News Limited in 
Hamilton? 

A. No. 

Q. That was the company owned by 
Mr. O'Brien.. Wasn't that the concern of the 
meeting of June? 

A. They were only negotiations. 
I can hardly say, by talking to a man, if he is 
willing to sell, there are. negotiations in the 
purchase price. 
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interested in the purchase and had had meetings 
with the principals concerning it and discussing 
the possible purchase? 

A. This is probably what I would 
have said. 

Q. You had a meeting on June 10th 
when the whole question was discussed? 


Ay- Corrects 


Q. Bearing that in mind, I will 
go back over it again. There had been 
negotiations for Kent News Services in Chatham? 

A. That is wrong. First of all, 
when I called up Mr. O'Brien he had 
a contract with somebody else in Chatham and I 


can hardly negotiate with a man who had a contract 


with another person. 

THE CHAIRMAN: Counsel, we have 
just had evidence, and it was explicitly clear, 
that Mr. Molasky was quite prepared to negotiate 
with Mr. O'Brien -- Mr. Hill in Kitchener, at 
a time when he had an outstanding contract with 
the purchasers of his organization. I wonder 
if Mr. Molasky would reflect on his answer? 

MR. SEDGWICK: When counsel asks 
a question and gets an answer, that is that. 

If I ask a question and my witness says no, I 
don't think he is entitled to cross-examine. 

He 1s bound by his answer. I produced the witness 
and his answer is no, and that is his answer. 


MR. HOLLAND: Obviously there 
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Toronto, Ontario (Holland) 
: was some misunderstanding between myself -- the 
2 meaning of the term. 
3 THE CHAIRMAN: There is some area | 
4 of dispute as to interpretation. Please be | 
5 advised to carry on. 
6 MR. HOLLAND: Q. YoUdgealt with 
7 Kent? 
8 MR. SEDGWICK: He said no. 
9 MR. HOLLAND: Q. As of the date 
10 June 14th. 1971 --- 
il A. We had no negotiations as such 
12 with Kent. 
13 | Q. As of the date June 14th, 1971, hai you 


14 had any negotiations with Cornwall News Distributors 


15 Limited in Cornwall? 

16 MR. SEDGWICK: He answered that 

17 question by saying no. It was precisely that 

18 question ad he said no. 

19 oR. HOLLAND: There is a difference 
20 in interpretation ak Ae word "negotiation". 

21 MR. SEDGWICK: There is merely 

22 a difference in.the inflection in your voice. 


THE CHAIRMAN: He had a 
discussion with these people at some time or 
another. 


MR. SEDGWICK: He said that. 
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THE CHAIRMAN: He said that some 
of these were available. 

MR, SEDGWICK: He said there 
were no negotiations at that date. 

MR. HOLLAND: Then let us change 
the wording. 

Q. As at that date, had you had 
discussions concerning a prospect of sale in 


connection with one Kent News Service in Chatham? 


A. I told you that before. 
Q. The answer is yes? 

A. Nes 5 

Q. With Cornwall News 


Distributors Limited of Cornwall? 


A, I answered that before, yes. 

Q. Well, I am putting this to you 
in summary. 

A. I am saying yes. 

Q. Mountain City News Company 
in Hamilton? 

ne Yes, 

Q. Seaway News Company Limited 


in St. Catharines? 

A. No. 

Q. May I pause theres; 
Mr. Molasky, in this conversation on the 10th of 
June, did you not say that you would buy Kitchener 
but only if you could get Brantford, St. Catharines 
and Hamilton as well? 


A. I told you that before, yes. 
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1 But the principals and owners of St. Catharines 

2 were not at the meeting and I can hardly see how | 

3 I could have negotiations without the principals | 
7 4 being there. 
, 5 Q. General News and Novelty 

6 Company, Brantford? 

a A. No, I did not talk to them. 

8 Q. Did not Mr. Fred O'Brien 

9 manage the company for his father? 

10 A. I understand so, 

11 Q. But because you did not talk 

12 to the father who wasnot the manager you say you 

13 Gid not have any discussion? 

14 A. He was the principal owner, 

15 you have stated that before, because { can't 

16 negotiate with a manager. 

17 THE CHAIRMAN: He didn't have 

discussions with Mr. O'Brien's father? 
MR. HOLLAND: No. 
Q. And, of course, you had 


had discussions concerning Ria snon News Company 
Limited in Kitchener? 

A, Yes, 

MR, HOLLAND: Mr. Chairman, that 
finishes the questions I have concerning the 
Kitchener transactions. Are there any questions 
that the Commissioners would like to put to the 
witness? It might be a good time to do it now 
in connection with that transaction? 


MR,’ CAMP: Well, this has really a 
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little more to do with the technique, Mr. Molasky. | 
In the present Situation that you now enjoy in 
Belleville, how do you deliver, how does TV Guide | 
reach the wholesaler or the distributor? 

THE WITNESS: Would you repeat that, 
please? 

MR. CAMP: How does TV Guide, for 
example, in the instance of Belleville reach the 
wholesaler from the distributor? 

THE WITNESS: The Metro Toronto News 
Company, it is put on their trucks and delivered 
to the news dealers, 

MR. CAMP: Individually? 
THE WITNESS: Yes, 


MR. CAMP: How is this done in 


Kitchener? 

THE WITNESS; The same way. 

MR. CAMP; Would it have been done 
any different if you had acquired a position? 

THE WITNESS: No. 

MR. CAMP: So, fundamentally what 
is really happening is that you acquire a territory 
and se1vice it all from one place? 

THE WITNESS: That is correct? 1 
think. Mr. Romanez would be more capable of answerin 
that type of question, 

MR. CAMP: I think this morning, did 
you give me the Ontario circulation of the daily 
racing form? 


THE WITNESS: No. 
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MR. CAMP: Did anyone suggest to 
you during lunch that perhaps I exaggerated 
the sales of TV Guide in Canada? 

THE WITNESS: I was told that the 
900,000 figure was for all of Canada. 

MR. CAMP: So, I think Ontario would 
be something like 500,000? 

THE WITNESS: Yes. 

MR, CAMP: Everything in Canada, 
roughly half of it is in Ontario. 

THE CHAIRMAN: It depends what eye 
of the beholder is used, 

MR. CAMP: To clarify a point 
arising out of your evidence this morning, 
Mr. Molasky, the 125,000 figure ycu cited for 
TV Guide on your American qeration, were you 
talking about newsstand copy sales or were you 
talking about income to the company as a result? 

THE WITNESS: Pierce News Company, 
New Orleans and Kansas City sales. 

MR. CAMP: St. Louis, Kansas City 
and New Orleans? | 

THE WITNESS: 125,000 aprroximately. 

MR, CAMP: Out of those three cities? 

MR, WITNESS: Yes, sir. 

DR, JEANNERET: With respect to 
Kitchener I do not have any questions. I have 
Some general questions which I can ask later. 

MR, CAMP: I had one more to ask 


Mr. Molasky. Mr. Molasky, I was just curious about 
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Scabies (Holland) 
1 the means by which you service all these outfits 
2 from here and I assume the newsstand date on 
3 which publications are available on the nevsstands 
4 is the same? 
5 THE WITNESS; Correct. 
6 MR, CAMP: For example, it would 
| reach all the newsstands in Toronto at the same 
8 time? 
9 THE WITNESS: Right. 
10 MR. CAMP: It would reach all the 
11 newsstands in Kitchener at the same time barring 
12 weather, and so on? 
13 THE WITNESS: Correct. 
14 DR. JEANNERET: Within what? 
15 THE WITNESS: Within a two-day 
16 period. 
17 DR, JEANNERET: That is significant. 
18 MR, CAMP: I assume this ic 
19 purely 4 matter of geography? 
20 THE WITNESS: Yes. 
21 MR. CAMP: It will be in Toronto 


newsstands a day earlier, I assume? 

THE WITNESS: I believe I stated 
before that Mr. Romanéz would be more capable of 
answering this question. 

MR, CAMP: But I assume in the 
matter of Toronto it would reach the newsstands 
on the same day in Toronto? 

THE WITNESS: I assume so, yes. 


Mr. Romanez can answer that better than I. 
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Toronto, Ontario 
1 THE CHAIRMAN: Just so I can see 
2 you, I am interested in the conversation you did 
3 have at this June 10th meeting with Messrs. O'Brien 
4 and others and my notes indicate that you said 
5 they wanted to operate in Kitchener, they had the 
6 Kitchener firm which they had bought? 
7 THE WITNESS: Yes. 
8 THE CHAIRMAN: And this was at a 
9 time when Triangle made a decision to ask you to 
10 serve and you were serving Kitchener and the other 
11 firm of MacFadden-Bartell had Siveran indication 
12 of leaving the Kitchener situation. Are my notes 
13 correct that you said that if they want -- that 
14 is to say the Kitchener group -- to maintain 
15 themselves in Kitchener with you, that would be 
16 okay with you under these circumstances, is that 
17 what you told them? 


THE WITNESS: Carrect. As I told 
you before I was advised from certain people 
that the possibility of Kitchener was mainly limited 
to the Toronto area. 

THE CHAIRMAN: How did they come 
into Toronto if they had nothing to sell from 
Triangle or MacFadden-Bartell or anyone else? 

THE WITNESS: They still had 
publications. 

THE CHAIRMAN: Which ones do you 
think they could have brought into Toronto which 
would be competitive with what you were carrying? 


THE WITNESS: Curtis. 
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Toronto, Ontario 
1 THE CHAIRMAN: Do you carry Curtis? 
2 THE WITNESS; We carry Curtis. 
3 THE CHAIRMAN; In any event, this 
4 is what you told them that as long as they were 
5 prepared to live in Kitchener with you and with 
6 these new acquisitions of yours in Kitchener 
7 that was fine but if they tried in any way to move 
| 8 into these other areas into Metropolitan Toronto 
9 or Brantford,St, Catharines, you would move into 
10 Brantford, St. Catharines, Hamilton and Ottawa? 
11 THE WITNESS: That is correct. 
12 THE CHAIRMAN: Does that mean too 
13 that that statement of yours was intended to mean 
14 that you would take Triangle and MacFadden-Bartell 
15 away from them in these places? 
16 THE WITNESS: I can't talk for 
17 Triangle and I can't talk for MacFadden-Bartell. 
18 THE CHAIRMAN: You were prepared 


to solicit MacFadden-Bartell for Kitchener. 
Were you prepared to solicit them for St. Catharines, 
Brantford, Hamilton, Vancouver and Ottawa? 

THE WITNESS: I think with 
Triangle and MacFadden-Bartell, if you take every 
one of those names that is what I was planning to 
SOlicit, 

THE CHAIRMAN: So, you told them if 
they did this you would do that? 

THE WITNESS: Yes, 

THE CHAIRMAN; I take it that what you 


have told us indicates that at this meeting of 
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Toronto, Ontario 


1 June 10th in Kitchener they were disposed to sell 
Z to you if arrangements could be worked out? | 
3 THE WITNESS: There was no offer on | 
4 June 10th. 
5 THE CHAIRMAN: I didn't suggest 
6 to you that question. I said that they were disposed 
7 to sell to you if you were prepared to buy. 
8 THE WITNESS: If Hamilton was 
9 disposed to salt) 
| 10 THE CHAIRMAN; Let us be explicit. 
) 11 Iwas talking about Kitchener. You had a 
12 conversation and yousmid, "They asked if I was 
13 prepared to make an offer for Kitchener News. 
14 I said I would have to check with my father but 
15 we would take it if we could also buy St. Catharines, 
16 Hamilton and Brantford", Is that substantially 
ile what you said? 


THE WITNESS: That is correct. 

THE CHAIRMAN: Perhaps we can go 
on with the other line of questioning.. 

MR. HOLLAND: Yes. 

Q. I am going to switch the 
topic a little bit. 

MR, SEDGWICK: Is that the end of 
Kitchener? 

MR, HOLLAND: That is the end of 
Kitchener for a while. 

MR, SEDGWICK: That is a good thing, 
too, 


MR, HOLLAND: Q. Mr. Molasky, I want 
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Nethercut & Co, Ld, + 2925 - Molasky, ex 


(Holland) 


to try and get some sort of percentage figures 
from you, if I can, and if you can give them to me , 
on the deduction that is made from the sale price 
of a magazine along the line of the publisher 
right down to the ultimate purchaser, If, for 
example, a magazine goes on the stand at 50 cents 
@ copy here in Toronto, generally Speaking, what 
percentage would the retailer keep? 

A. 20 per cent on all magazines, 

Q. And, generally Speaking, what 
percentage would the wholesalers, such as Metro 
Toronto News Company, keep? 

A, It is all different. I don't 
have the breakdown of every publisher by ‘title. 
Some titles come out and offer 50 per cent discount 
and some may offer 25 per cent discount. 

Q. SO, you cannot give me any 


rule of thumb on percentage? 


A. No. 
Q. Now, how about the distributors 
A. I have no idea what the 


distributor gets, 

Q. And have you any idea what 
the publisher ultimately ends up witr on the 
50=-cent final charge? 

A, I have no idea. I am not a 
publisher. 

DR, JEANNERET: Mr, Holland, may 
I ask, you referred to the wholesaler's margin 


and Mr. Molasky pointed out that it varies from 
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Nethercut & Co, Ld, - 2926 ~ Molasky, ex 


(Holland) 


publisher to publisher. Is there any confusion of 
terminology here? It seems to me the wholesaler 
buys from the distributor? 

THE WITNESS: That is correct, 

When I said "publisher" I meant to say national 
distributor. 

MR, HOLLAND: Q. As I understand 
it, Mr. Molasky, Metro Toronto News Company in the 
general Toronto area serves some bookstores and 
Some retail outlets but not others? 

A. hat is right, 

Q. And would the retailer get 
a larger cut, if we can call it that, should they 
deal direct with a distributor or the publisher 
rather than with Metro Toronto News Company? 

A. On books, yes. 

Q. When you talk about books 


you are talking about paperbacks? 


A. Right. 
Q. How about magazines? 
A. To the best of my knowledge 


I don't know of any magazine sold directly except 
Family Circle and Woman's Day. 

Q. Then, let us go to paperback 
books, Can you give me the percentage figures, 
the final retail price, broken down between the 
publisher, the distributor, the wholesaler, the 
retailer and the ultimate consumer? 

A. As I said before, every 


national distributor or publisher has a differ:2nt 
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1 price schedule. My price schedule to a retail 


tS 


concern is 30 per cent fully returnable. There | 


w 


are also small accounts which are very costly to 
4 Service and they just get 20 per cent. This is 
§3$ @ rule of thumb throughout the country of Canada 


6 and also in the United States. 
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Q. Would you explain these 
percentages for us a little bit? You say 30 
per cent, that means that they get 30 per cent 
off the market retail price? 

A. Correct. 

Q. And in return for that you 
distribute the books,- the paperbacks to the 
retailers? 

A. Correct. 

Q@. And also in return for that, 
you will take the returns from the retailer, 
that is, the books that have not been sold? 

A. Correct. 

Q@. You take them back at cost? 

A. Correct. 

Q. And then you mentioned 20 per 
cent and I didn't follow your explanation very 
well. 

A. There are two prices on books. 
an account spends $10 a week in books, we allow 
money to send a truck over there, they are given 
a 20 per cent discount. If that account sells 
$50,000 a year in books, we give him a 30 per 
cent discount. 

Q. And is that across the line, 
30 per cent across the line? 

A. Across the line. 

@. No matter what arrangement 
you have with the distributor or the publisher? 


30 A. Correct. 
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Molasky, ex 


Q. You hawe already indicated 
to us that some bookstores or retail outlets 
do not deal through Metro Toronto News Company? 

Kee Correct’. 

Q. How do they get their paperbacks? 

A. They buy them direct from the 
publishers, through the national distributor or 
from the publisher. 

Q@. I see. So they cut out the 
North American distributor and they cut out the 
Ontario geographical wholesalers, they buy direct 
from the publisher? 

A. Correct. 

Q@. And what do they get off, do 
you know? 

A. As a rule of thumb I would 
say 40 per cent discount. 

Q. 40 per cent? 

A. Correct. 

Q. So it would seem clear to me 
it would be to the advantage of a retailer if 
he could, to buy direct from the publisher and 
get a 40 per cent discount as opposed to buying 
from Metro Toronto News Company, for example, 
and getting only a 30 per cent discount? 

A. Yes, that is true as far 
as discount. It is not true as far as dollars 
in the bank account at the end of the year. There 
is a service that we do for these accounts. We 


carry a large inventory. If they buy direct 
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Toronto, Ontario (Holland) 
. it might’ take two or three weeks to get Love Story. 
2 It would take 2 or 3 weeks to get Love Story back. 
3 @. It takes 2 or 3 weeks to get 
4 it from the: publisher? 
5 A. Correct? 
6 Q@. From you they get it --- 
7 A. 24 hours. 
8 Q@. Does that apply to any 
9 magazine pretty much, or well recognized paperbacks 
10 that Metro Toronto News, for example, would provide 
11 24 hours grvice? 
| 
12 Rr Fcan'’t pinpoint Le. Npes ere 
13 most part, yes. 
14 Q. And you keep a large stock, then? 
15 Ay» Correct. 
16 Q. Now, if the proprietor of a 
17 retail outlet, for example, a bookstore in Toronto, 


needs service by Metro Toronto News Company, 
wishes tochange away from Metropolitan Toronto 
News Company and buy direct from the publisher, 
is this an easy thing to do? 

| A. I have never had that happen. 

Q. You have experience in’ the 
industry, I believe? 

A. Let me say this: vicst ¥ueuls, 
as well, there have been many accounts that have 
bought direct. So I assume it is rather easy. 

Q@. Do you think that a publisher 
or distributor that supplies Metro Toronto News 


Company, would turn around and supply a bookstore, 
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1 for example, in Toronto, just because that | 
2 bookstore has at that time decided to order | 
3 through Metro Toronto News Company? 
4 A. I would assume yes. | 
5 Q. You have not, in your experience, 
6 run across any problems in connection with 
7 Switching over from a geographical wholesaler 
8 direct to a publisher or distributor? 
9 A. Like I said, I am not a publisher 
10 and I am not a national distributor. This is 
11 their decision. 
12 ag ee - THE CHAIRMAN: I think he is saying 
13 he doesn't know. He cannot say what follows in 
14 this practice. 
15 DR. JEANNERET: He might have a 
16 position as a wholesaler on the question, they 
17 Switch, though. 


MR. HOLLAND: Q. It would not 'be to 
the advantage of an organization such as yours, 
of course, to have a switch made by any one of 
your customers, that is, with the customer 
purchasing direct? 

A. If I was not giving the 
customer the service or the books that they 
desired, I would assume he would go direct and 
it would be my loss. 

DR. JEANNERET: What about discount 
being the only differential? 

THE WITNESS: Like I said before, 


we are a service company and if I could provide 
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better service and more dollars in the till at 

the end of the year, it is going to help in keeping | 

that account. 
MR. HOLLAND: Q@. With regard to 

paperbacks, does that include university textbooks 

that aks not’ bound with hardcovers? 


A. Nos 


Q. Does Metropolitan Toronto 


News Company distribute softcovered textbooks 
for use in were ls or universities in Ofitario, 
to your’ knowledge? 

A. I would think this percentage 


would be very minor. 


MR. HOLLAND: These are all the 
questions on this aspect of the matter, Mr. Chairman. 

DR. JEANNERET: Mr. Molasky, may 
I ask you to what extent is your selection of 
materials that you handle -- I guess I am thinking 
very largely of paperbacks here, because they 
are representing a very wide range of publishers -- 
to what extent is is based purely on merchandising 

considerations, that is to say,on profitability? 
To ‘what extent is it based on selection? 

THE WITNESS: I believe I would 
leave that up to our management in Toronto, ~ John 
Romanez. or Johnny McMonigle, or our book department 
in St.Louis, separate book management in Kansas 
City, New Orleans and St.Louis. 

DR. JEANNERET: You mean there 


might be policy considerations in addition to the 
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question of profitability? 


THE WITNESS: I have no policy. Mr. 


| 
! 


Romanez has complete supervision of Metro Toronto 
News’ Company as’ to what he does. Everything sells 
at a discount. 

DR. JEANNERET: Going to. this question 
of differentiai- and discount, I would like to ask 
you, and perhaps this will be something we will 


have to’ ask Mr. Romanez: How might Canadian 


publications -- I am thinking largely of paperback 
publications -- come to your attention or the 
attention of your wholesale company, and under 


what circumstances might you include them in your 


merchandise that is being handled by your news 
company ? Would this be something you would 
delegate tw? 

THE WITNESS: Generally, yes. 
He is free to order any type of books he wants. 

THE CHAIRMAN: Mr. Romanez, you 
had better get in the bull pen and get warmed up. 

DR. JEANNERET: Speaking as a 
wholesaler and,again in relation to your service 
that you are referring to of booksellers, do you 
know what your policy is with respect to ordering 
for specific titles in mass market paperback 
series when you don't have them in stock, but 
what is your policy? 

THE WITNESS: Again I refer to 
Mr. Romanez. 


DR. JEANNERET: When they are not 
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1 yet published? 
2 THE WITNESS: They are brought to 
3 our attention and we put them out. 
4 DR. JEANNERET: Do you report 
) back to the customer on specific titles ordered? 
6 THE WITNESS: Well --- 
7 DR. JEANNERET: When they order 
8 specific) titles? 
9 THE WITNESS: Generally not. 
10 DR. JEANNERET: Do you require 
11 minimum orders of the accounts you handle? 
12 THE WITNESS: We feel, if any 
13 retailer wants to buy one magazine, one novel, 
14 we will service that account. it is our duty 
15 and the national distributor's as well as the 
16 retailer's. 
17 MR. CAMP: So that, in effect, 
18 if your Toronto wholesaler were approached by 
19 a distributor or publisher of a Canadian pocketbook, 
20 paperback, he would, himself, make the decision 
21 as to whether or not you would carry that and 
22 service his retail accounts with them, or is it 
23 the policy of your company that such a decision 
24 should be made in the home office? 
25 THE WITNESS: There is no policy 
26 made in the home office. Everything is discussed 
27 -- when you say policy --- 
28 MR. CAMP: In this particular 
29 regard? 


30 THE WITNESS: No. There are no 
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discussions. If you asked me right now what 
publication is going out~ tomorrow, I can't tell you. 
MR. CAMP: No one in the home office 
would know? 
THE WITNESS: No. 
MR. CAMP: So that the reason, 
one’ could say the paucity of Canadian paperback 
material on the newsstands would be the result 


of a decision made in Canada by your firm in 


Toronto? 
i1 THE WITNESS: Correct. 
12 THE CHAIRMAN: This is a very 
13 interesting line.- I hope I have got the answer 


you have given. This fellow that was going to 
be in the bull pen might have to answer some of 
these questions a little more expiicdtaly « 
Are’ you telling us that the titles and the number 
of titles, any one title that appears on paperbacks, 
that appears on the racks in cigar stores and 
drugstores and: other places that your firm serves 
in Metropolitan Toronto, for example, that all the 
selections of these paperbacks as to titles, 
ordering of them and everything else, is done 
in Toronto? 

THE WITNESS: Correct. 

THE CHAIRMAN: How long has this 
a7 been done? 

THE WITNESS: January. 

THE CHAIRMAN: Is that a policy 


decision you have made? 
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THE WITNESS: Yes. We have had 
our management up here in the past two and a half 
years, show up physically in the warehouse. When 
John Romanez was hired, he was told at that time, 
my exact words, "This is your ball game", 

THE CHAIRMAN: Speaking of ball. 
So this is since January? 

THE WITNESS: Right. 

THE CHAIRMAN: The selection of 
book titles: is really in his hands? 

THE WITNESS: POrrecn. 

THE CHAIRMAN: We also find the 
decision as’ to whether or not the Canadian book, 
‘which has to-be defined, but books published 
in Canada by Canadian authors, written by Canadian 
authors, it is going to be his decision as well, 
as to whether that book is used in your system? 

THE WITNESS: Correct. 

THE CHAIRMAN: Do you know how 


many such books are in the System at the moment, 


if any? 

THE WITNESS: I have no idea. 

THE CHAIRMAN: You don't know? 

MR. SEDGWICK: Mr. Romanez has 
e 1383. 

THE CHAIRMAN: He has everything. 
(Laughter) 


What was the practice before January 
of 1971 in terms of selecting titles? 


THE WITNESS: To some degree it would 
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1 be Robert Bernstein who is not longer with our 
2 company. 
3 THE CHAIRMAN: I am almost tempted 
4 to ask you who is? 
; 5 MR. CAMP: Mr. Romanez! (Laughter) 
| 6 MR. SEDGWICK: I have to make a 
7 phone call which is urgent. Mr. Ridout will look 
8 after my interests in my absence. 
9 THE CHAIRMAN: Pretty good excuse. 
10 DR. JEANNERET: With reference to 
11 problems’ in warehousing, I suppose you run into 
12 problems of inventory. You were referring to 
13 problems in the warehouse. Is this problems 
14|| ~ of inventory? 
15 THE WITNESS: That could include 
16 loose inventory. 
17 DR. JEANNERET: Is this a large 


problem in your paperback operation? 


THE WITNESS: Yes. 
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Please inform me’, it is always protected and 
a very high turnover too So good inventory is 
not really a major consideration with you? 

THE WITNESS: < But the lack of 
Supervision is and loose inventory can be picked 
up and walked out the door, too, 

DR, JEANNERET: I see what you 
mean now, it is like stock-taking. 

THE WITNESS: Yes. 

THE CHAIRMAN: Mr. Sedgwick had 
to leave the chamber and I have to go by notes, 

Let us go back to the question I asked: What 

was the practice before January, 1971 in connection 
with the selection of titles for the Canadian 
market? 

THE WITNESS; At that time our 
General Manager felt if we had people in each 
area of the wholesale distribution business we 
could keep more controls and Sell more merchandise. 

MR, CAMP: Your General Manager 
told you this? 

THE WITNESS; Yes, he is no longer 
with us, At the time I myself became General 
Manager we decided it was to our best interests 
to sell the most merchandise if each company was 
run by itself and had their own bookmen or 
Salesmen and since January this has been the peticy 
of our company. 

MR. CAMP: So, in New Orleans, 


St. Louis, Toronto, they were all emancipated 
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at the same time? 


THE WITNESS; That is correct, 

MR, CAMP: That would mean, then, 
that the local managers involved would have available 
in order for them to make the moice of books they were 
going to stock fundamentally your lists? 

THE WITNESS: Yes. 

MR. CAMP: They would have nothing 


else? 


THE WITNESS; It is 100 per cent 
true in the States but it is not 100 per cent 
true here because of Canadian publications. We 
carry very few Harlequin books because they don't 
sell, In Toronto we carry very largely Herlequin 


books because it is No. l as far as Canada is 


concerned, I think at this time I should say this. 
We had a complete saturation test on Harlequin 
last year to see how many Harlequin books we sold. 

MR, CAMP: Here or there? 

THE WITNESS: Here in Toronto because 
they did sell up here and did not sell down in 
New .Qkleans, St. Louis or Kansas City so every 
area is treated differently. There are books 
that are sold in New Orleans that we cannot sell 
in St. Louis. There are books that are sold in 
Toronto that we cannot sell in St. Louis. 

MR. CAMP: Do you service in the 
United States very many miversity bookstores? 

THE WITNESS: Yes, sir. 


MR. CAMP: This is a basic part of you 
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1 business? 
2 THE WITNESS: Yes, sir. 
3 MR. CAMP: Do you service them with 
4 magazines and books both? 
5 THE WITNESS: Primarily books. 
6 MR, CAMPS: Primarily books? 
7 THE WITNESS: Yes, 
8 MR. CAMP: On an exclusive basis, 
9 that is to say, with other publishing houses, 
10 whatever distributors you represent they have to 
11 take those books from you? 
12 THE WITNESS: No, there are many 
13 bookstores in St. Louis that do buy direct. 
14 In fact our largest university does buytdirect. 
15 MR. CAMP: That you also service? 
16 THE WITNESS: Ona limited scale, 
17 THE CHAIRMAN: On the list 


Capital Distributors, do you. in Canada handle 
any paperbacks, Capital Distributors Canada? 
| THE WITNESS: This was brought to my 

attention yesterday. 

THE CHAIRMAN: What was? 

THE WITNESS} Capital Distributors. 
We carry only publications that are fast selling 
books and we carry the ones we believe we can sell 
up here and the ones we can sell in St. Louis. 
Kansas City and New Orleans. 

THE CHAIRMAN: The witness doesn't 
seem to have any difficulty in establishing that 


in his own mind. In any event, I just asked you abou 


.tieed orlsyioxe me ad ato at : 
weaved gatdelidug reddo att vee od ane 
ot svat Yeas Srenoiger HOY Btodudtrdarh reved arte 
PHO nets axood baaaindiicnend 

ee ae ‘SEGNVTW BRT 'oe 
Vootkh yxd ob Jato slot .32 nt setovetood 


hearth yes seek Yaleteviay seagstel wo soet a 
Seotveres obfs wong ted? . -TMAD .mM 
aimee berhert em OBTWT DW aH hl 
gant aid oo SAMAT MMO. oer 
alone phased oc) way ob ,etotudititald Lseiqed 
Tabenso aa hae kéesiga> ,axeadreqeq Yas 
vs Oo : ones asw ate’! ~SexnTIw arr 
Yabretaoy nolsiette 
Seew Jet  ;AMALAND SHAT 
wiotudindeld Letiqed  (RezTIW aur 
Qntilet Vast ets Yede @aolseoliduq vine’ yr169) eW 
{ise “16> ow svatied a seao art — ow bra exood 
loam] .J8 of Lien weo we sono eit bas Sac qu 
-srmelt) wal bae ygl9 saaneX 
S'@e0b atendliw at?  SWwAANDAID Gar 


eal galdaliigsses nt ¢tivot?rss ens Sepa os meas 


heose ugy betes taut I ,vaeve ee at bale awo eid at 


Nethercut & Co, Lid. - 2941 - Molasky, ex 


Toronto, Ontario 


(Holland) 


Capital and you gave me a very interesting "capital" 


answer and I asked you whether your firm handled 
or got any kind of supply from Capital? 

THE WITNESS: I assume we do with 
many more people than are shown on your blackboard. 

THE CHAIRMAN: Just answer about 
Capital. 

THE WITNESS; I am not completely 
aware of it in Ontario, 

THE CHAIRMAN: You were aware of it 
yesterday because someone drew it to your attention. 
I wondered on what you got informed yesterday 
concerning, Capital? 

THE WITNESS: I was alarmed about 
pornography in books. Some of Capital's 
publications evidently get a stench and I wags 
told that we did not carry any of these books. 

THE CHAIRMAN: You don't carry any? 

THE WITNESS: No. 

THE CHAIRMAN: That is your 
understanding and Mr. Romanez can amplify that? 

THE WITNESS: Right. 

THE CHAIRMAN: What means does your 
company use, if any, to ensure that the standard 
you set exists, that you don't want to carry books 
which are, in your words, pornographic, whatever 
you mean, and I think I have some idea of what 
you mean! What means does, your company take to 
Screen out and ensure that at least to your own 


standards, whatever they may be, you do not carry 
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1 pornographic material in Canada? 
2 THE WITNESS; We deal only with the 
3 major publishers and that concern is not there. 
4 THE CHAIRMAN: I am asking you 
5 whether your firm in Canada does anything itself 
6 in this regard or if it just takes whatever the 
7 distributor, any one of those that you buy from, 
8 hands to you and distributes it? 
9 THE WITNESS: No, we order the 
10 books that we feel will sell best. There is no 
11 way in the world that we can take every paperback 
12 published and read it word for word to determine 
13 whether it is bad. 
14 THE CHAIRMAN: I am not asking 
15 you whether one should do this: I am asking what 
16 you do if SHiine in this connection? 
17 THE WITNESS; Again I will say 


I will let Mr. Romanez answer it. 

THE CHAIRMAN: Well, you are 
the commander-in-chief of this expedition and 
I would like to know -- 

MR, SEDGWICK: Mr. Chairman, again 
he doesn't know. I canvassed this question with 
Mr. Romanez and Mr. Romanez told me what he does. 
He does it on his own initiative and he does it 
locally and he does it, as Mr. Molasky said, in 
the light of what he knows about the local market. 
I don't think it is fair to ask this witness to 
give an answer which would be nothing but a guess. 


Mr. Romanez is, I believe, informed 
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1 on these matters, 
2 THE CHAIRMAN; You are telling 
3 us that, Mr. Sedgwick, on behalf of your client. 
4 He is aul icdatere officer of this organization 
5 and fully involved in this organization and you 
6 are saying he cannot answer this question. 
7 MR, SEDGWICK: Of course he can't. 
8 The paperbacks published are in the hundreds of 
9 thousands, 
10 THE CHAIRMAN: I am asking him 
11 quite clearly on policy. 
12 MR, SEDGWICK: The policy is not 
13 to read pprnographic material if, in their view, 
14 it is pornographic material. I might say I have 
15 appeared in a great many pornographic cases 
16 from the Supreme Court down and I am not able to 
17 tell you what is obscene. The Supreme Court 


is not able to tell me and I don't see why 
Mr. Molasky should be put on the stand to 
say what, in his view, is obscene or what is 
pornographic. I don't know. It is a subjective 
decision. You would have to look at each 
book and you make a decision and your decision 
may well not be mine. What it has to do with this 
Commission, I do not know, I really don't know 
why this Commission need be concerned about the 
distribution of obscene literature. It seems 
to be a matter that concerns the police. 

THE CHAIRMAN: I would refer you to 


the terms of reference of the Commission. 
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MR, HOLLAND: Mr, Chairman, surely 
what we are interested in here is in finding 
out who, if anyone, checks the mterial before it 
goes out. 

THE CHAIRMAN: That is the whole 
point. It has escaped Mr. Sedgwick but that is 
what I meant. 

MR, SEDGWICK: I have said that 
Mr. Romanez has that responsibility, Mr. Molasky 
fivesidn St: Louis == 

MR, HOLLAND: Surely all Mr. Molasky 
has to say is, "I have delegated that responsibility 
to Romanez", 

MR. SEDGWICK: He has said it ten 
times, 

DR, JEANNERET: Let me ask a 
question that has to do with the other side of 
this thing and it may help us to understand this 
system of distribution a little better, What 
kind of communicationgare Open to retailers, from 
the retailers! standpoint, that is from the 
retailer to the wholesaler or from the retailer 
conceivably to the distributor? I Suspect there 
is none. What are the interfaces, what are the 
distributors here and retailers--almost exclusively 
through their representatives, where do the 
representatives fit in here between these various 
tiers of the distribution System that allows some 
feedback then from the bottom? Just for our 


information would you explain this to us? 
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THE WITNESS: Would you repeat that? 
DR, JEANNERET: The question is 
as between the retailer and the Ontario geographical | 
wholesaler, what is the nature of the feedback 
communication, to whom does the retailer speak? 
Can the retailer ever Speak toa distributor, 
can he ever speak to the publisher? 

THE WITNESS: I am sure there are 


telephone lines to the Publishers. 


DR, JEANNERET: I mean 4n the 
ordinary course of events you are servicing 
very, very closely these retail ranks, one way or 
another, you are in there in person, but very orten, 
as I understand it, you are making the value 
Judgments as to what is to be. putup -and,_1 
am Sure the retailer in many cases is very glad that 
you are doing this. 

THE WITNESS: We do not put up 
wherever we decide to put up. The retailers 
decide which shall be put up in their racks. 
They ask for our advice and we give our advice 
but if we feel we should put up 25 magazines 
all moving books and they recommend two new books 
and give us the titles of them, you will find 
that most of them get lists from Metro Toronto 
News Company of titles they have requested ands 
that is what they receive, nothing more and nothing 
less. 

DR.JEANNERET: Mr. Camp was asking 


a question, for example, about college stores where 
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1 the needs are specific, very widespread and in 
2 relatively large quantities and the trend is entirely, 
3 away from textbooks toward wide-ranging reading 
4 lists as we know but the college store manager is 
5 going to want, presumably, 50 copies of this and 
6 10 copies of that and 13 copies of the other. 
7 | Now, Ai you don't fave these tities oo! 
8 and this was the purpose of one of my earlier 
9 questions -- what sort of a report back does the 
10 retailer get and from whom and what can he do 
11 about it? 
12 THE WITNESS; We send out what 
13 we have in the house, we then put through a re- 
14 order, we re-order the book and 99 per cent of the 
15 time, if he wants: 10 books we order 25 books. 
16 DR, JEANNERET; In other words, you 
17 are saying you would expect the regional retailers 


over whom you have control to operate a back order 
system? 

THE WITNESS: Yes. 

MR. CAMP: I hesitate to get 
back into this again, but just ona point of 
clarification, if you please, 

In regard to what you have in your 


mind as to pornography, pornographic publications, did’ ° 
ai Sentela te pees to a Canadian situation or did 
this relate to your whole operation? 

THE WITNESS: The whole operation, 

MR. CAMP: Each regional manager is 


given the effective judgment as to pornography? 
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THE WITNESS: And where the laws | 
are different as well. | 
MR, CAMP: 


And sometimes St. Louis 
would purchase a tale which the Toronto 


man would not be interested in? 


THE WITNESS: Right. 


NC 
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Toronto, Ontario 


MR. HOLLAND: Q. Can you tell 
me whether or not your organization here in 
Ontario, and I include Metro News Company here, 
receives special prices from North American 
distributors or publishers that are better than 
the prices received in Ontario by other Ontario 
geographical wholesalers? 

A. I don't know what the other 
prices are to- other wholesalers. 

@. Then they may or may not? 

A. They may or may not. 

Q@. Then how does Metro Toronto 
News Company, for example, negotiate the price, 
for example, for TV Guide for Triangle Publications? 

A. I think there is a price set, 
the same way as all publications. Those prices 
are what the wholesaler looks up to. 

@. From the answer, I gather there 
is one price for the whole industry for TV Quide? 

A. In all publications. 

Q@. From that I gather that your 
organization in Ontario would have no price 
advantage over any other Ontario geographical 
wholesaler? 

A. I don't know what other wholesaler 
receive in prices. 

Q. But you have alréady said, for 
example, that TV Guide is a fixed price for all 
wholesalers in the industry? 


A. It is a fixed price to Metro 
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1 Toronto News Company. 
2 Q. But can you tell us that TV 
3 Guide is being sold at the same price, for example, 
4 in Chatham or Cornwall? 
5 A. I would assume that TV Guide 
6 is being sold for the same price there. 
7 Q. But there is no negotiation 
8 between your organization in Ontario and the North 
9 American distributors on the special prices? 
10 ‘yet eA (I didn't answer that! either. 
11 I said -- you asked me a question. If we get 
12 better prices. The prices I get maybe are the 
13 same prices of every other wholesaler. There are 
14 special price concessions, mainly because of 
15 service, because of operations we get. For 
16 example, family reading centres we build at our 
a7 ' expense and the publishers are willing to pay 


'for a portion of this business. If I am getting 
a better price in Windsor, Kitchener, I am not 
awarepofnit: All I am concerned with is what 
our company gets, what it can live with. 

Q@. Is thereany discount for volume? 

A. No. 

MR. -HOLLAND: Mr. Chairman, Mr. 
Commissioners, those are all the questions I have 
of this witness. 

DR. JEANNERET: It might be 
helpful, by way of general information, if you 
could just make a comment on the so-called 


mass market paperbacks. We have been told it 
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Molasky 


is fair, but is it fair to say that the dividing 
line between the so-called mass market paperbacks 
and paperbacks as such, is getting fuzzier and 
fuzzier? This we certainly have observed. What 
is your own observation inthis area? The mass 
market paperback used to be priced at 95 cents, 
or something of this nature, and now it is almost 
twice that price. Is that a fair statement? 

THE WITNESS: I would say 
inflation has set in on magazines as well. I 
would say yes. 

DR. JEANNERET: I just want to 
revert briefly to this question of profitability 
which, as you say, is a consideration at the 
regional wholesalers's level. We will talk about 
that later. To the extent that profitability 
influences your decision as to what to carry 
in St. Louis, for example, I suppose this might 
mean a smallish sale of anexpensive periodical 
or paperback, or whatever it may be, in preference 
to a somewhat larger sale of a very, very low- 
priced item, perhaps TV Guide, for example. Is 
that not so? It is profitability rather than 
2708s? 

THE WITNESS: cE i sStst ll Wwigross ; 

DR. JEANNERET: It) ist stilligross 
in dollars. 

THE WITNESS: Well, I --- 
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Toronto, Ontario 
i THE WITNESS: It is hard for me 
2 to break down what does Triangle contribute 
3 to Metro News Company and what does Curtis 
4 contribute to Metro News Company? Who is to 
5 Say what makes money and what doesn't make 
6 money? I think you have got the wrong impression. 
7 We have a profitability, but it is based upon 
8 retail. If theydon't sell publications, those 
9 retailers are not going to carry magazine racks 
10 or novels. They are more concerned with their 
11 profitability because if they don't make a dollar, 
12 they don't sell magazines for their health. 
13 Every retailer governs what we put on that rack. 
14 DR. JEANNERET: But given your 
15 control of the geographical area, as far as 
16 wholesaling is concerned, the retailer has not 
17 “many options about the organization with whom 


he is going to deal normally. Normally he has 
no options. I know there are two or three little 
exceptions. 

THE WITNESS: For the most part, 
yes. This is true in the United States and Canada. 

DR. JEANNERET: tam sure it is: 

MR. CAMP: You mentioned, Mr. 
Molasky, other business interests, but I wonder if 
there are any companies in the complex of your 
organization, which produce or sell other merchandise 
to the same outlets which you serve with your 
magazines through your wholesaling operations? 


Is there other merchandise apart from printed material 
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that you, or companies related to your company, 
sell? 

THE WITNESS: On a very limited 
basis. Postcards. 

MR. CAMP: Postcards? 

THE WITNESS: I think we are 
out of the postcard business right now. 

MR. CAMP: Not that you know of? 

THE WITNESS: I would say key 
chains, souvenirs of Canada. What we sell them 
for and what we buy them for, I have no idea. 


es MR. CAMP: Is there any association 


between the principals of Triangle and principals 
of your enterprise’ -- I think you mentioned the 
Daily Racing Wire? Can you explain that? 

THE WITNESS: This happened a 
long time before I was even born. This is hard 
for me to explain. All I know is from the last 
five years. It has taken a great change. 
Concepts have changed. What happened prior 
to myself coming into the business, my grandfather 
and Annenburg, or anyone else, it has never 
been discussed with me. I have heard it but 
never in detail and I think it is -- the question 
really has no bearing --- 

MR. CAMP: I don't even know what 
a Daily Racing Wire is. 

THE WITNESS: I don't know gither. 

MR. CAMP: There being no law 


against -- this is a hypothetical question, I 
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Suppose --- would you still proceed in your 
interests, to acquire further wholesale accommodation 


in Ontario? 

THE WITNESS: In Qntario? At 
this time --- 

MR. CAMP: Let us say in Canada, 
not Ontario, but in Canada? 

THE WITNESS: We have no plans 
of expanding or buying any other wholesale 
ene in Ontario or Canada. 

THE CHAIRMAN: I am going to ask 
probably the last question. I think you will 
take the message back to your father that you 
have dane well on behalf of the family interests. 
I want to say, in asking this question, the 
last question I put to you, Capital Distributors, 
you said something about pornographic and your 
counsel drew to my attention subsequently, 
pornography, you thought, was not part of our 
terms of reference. I must be careful of how 
I ask you this. In any event, it seems that 
you started off in Janaury of this year making 
certain changes in your management group in 
Canada, is that correct? 


THE WITNESS: In Canada and the 


THE CHAIRMAN: Canada is our 
particular concern and you started off in January? 
THE WITNESS: Right. 


THE CHAIRMAN: In January, 
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Toronto, Ontario 
according to our evidence, you made your first 
approach to Mr. Bryan in Cornwall, you thought Mr. 
Bryan was interested in selling. Do you recall 
that evidence? 
THE WITNESS: Yes. 
THE CHAIRMAN: Subsequently, there 
seems to be a rather heavy pattern of activity 
on your part with relation to potential acquisitions 
and to acquisitions. Why was it that you seemed 
to take -- why was it you decided to attempt 
to expand in Ontario? 
THE WITNESS: It was not just 
in Ontario: I say openly here, I had negotiations 
with various cities in the States, eight cities. 
The reason Ontario was brought up was for several 
reasons. I read several newspapers very closely, 
the construction, the population. here and Il 
built -- I am 24 years old, 20 years in the future 
Ontario is going to be a highly-populated area. 
Where there are people, there are sales of magazines. 
The economics of buying up here were right. It 
was not looking to get a word that was used against 
us -- a monopoly of Ohtario. As negotiations 
for Windsor were $25,000 apart -if we were looking 
for a monopoly in Ontario, I guess we would 
have paid $25,000 for it. I would have tried to 
buy Chatham and Cornwall. To say we are 
looking to grab up whatever we could is a false 
statement. We were looking at many companies 


and we picked out spots, the same way as you 
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1 buy pieces of real estate. You look at several 
2 pieces of real estate and buy one piece. There 
3 is no doubt in any of our minds that these are 
4 is going to be very profitable. 

5 THE CHAIRMAN: We will adjourn 
6 for about 15 minutes. 

7 

8 ---Recess 

9 

10 THE CHAIRMAN: Mr. Sedgwick, 
11 do you wish to ask --- 

12 = =: MR. SEDGWILCK: I have only two 
13 or three questions , «sin. 1.1 «wwillibe «eny.orief. 
14 

15 

16 
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QO Toronto, Ontario (Sedgwick) 
i EXAMINATION BY MR. SEDGWICK: 
2 
3 Q. Mr. Molansky, would you be 
4 good enough to look at the Exhibit, which is | 
5 Exhibit 2, and headed: "Distributors". I looked 
6 at it and had the impression they may be listed 
7 ‘according to their importance. They certainly 
8 are’ not listed alphabetically. Could you tell 
9 the’ Commission, please, looking at that list, 
10 which, in dollar volume is the number one 
11}. distributor? 
12 A, Curtis. 
13 Q. That is the one towards the | 
14 bottom, is that right? | 
15 A. Yes. | 
16 Q. I am still speaking of dollar | 
17 volume related to your Toronto operation. Which 


would be the second one? 
A. I would say Select Magazines. 
Q. Could you rank the third? 


A. Probably pell Publishing. 
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correct? 


be? 


eighth. 


- 2957 - Molasky, ex 
(Sedgwick) 


And then the fourth? 
Triangle. 


They rank about fourth, is that| 


Yes. 

How about the fifth? 

I would say Independent. 
And sixth? 

I think International. 


And seventh? 


MacFadden-Bartell. 


And what would the eighth 


Gordon & Gotch, probably 


MR, CAMP: Mr. Sedgwick, it would help 


me if I could understand what the question is he 


is answering. 


Les NG ie? 


MR. SEDGWICK: In dollar volume, 


Q. 
pe 


Q. 


A. 


Q. 


how do these distributors rank insofar as his 


operation Metro is concerned. 


Is that correct? 
Yes. 


You say that Curtis 


Yes. 


And comparing Curtis -- 


and I think you said this -- comparing Curtis 
with Triangle Publications which publish this TV 


Guide, what would their relative importance be? 
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| 


(Sedgwick) 
A. I would say Triangle represents 
approximately 50 per cent of Curtis. | 
Q. That is put the other way, 


Curtis is twice as important in dollar volume as 
Triangle, is that correct? 

A. Yes. 

Q. That is all there is to that. | 
And then may I just clear up something that I am | 


Sure was not clear in my mind and that is, when 


you contemplated the acquisition of another 
distributor,or when you were even thinking about it, 
am I right in thinking that you said there were 
really four ‘steps -- the meeting and then if you 
come to a tentative agreement, a sort of a handshake, 


is that correct? 


A Correct. 

Q. And you then approached the 
major distributors to see if they would consent to 
the transfer, is that correct? 

A. Correct. 

Q. And then your third step was 


the preparation of a legal agreement, is that right? 


A, Correct. 

Q. And the fourth step the actual 
closing? 

A, Correct. 

Q. And in that order, is that 
right, sir? 

A. That is right. 


Q. And then -- and this deals with 
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economies of distribution -- is there any particular | 
reason why an organization which has its headquarters. 
in Toronto has some advantage? What I am thinking | 
of is what I am told and that is a great many of 
the large chains are in Toronto and you can make 


one dea}] which covers the whole distribution 


throughout Ontario, is that so? 
A. That is correct. 
Q. And by the large chains, 


which chains would you have in mind? 

A. I would say Dominion Stores, 
Loblaw Stores, Steinberg's, Shopper's Drug. 

MR, CAMP: Beckers. 

THE WITNESS: Beckers, we are now 


installing family reading centres in Beckers. 


I am sure there are many others. 

MR. SEDGWICK: Q. So that if 
you approach whoever the buyer is in Toronto he 
is in a position to deal for their whole Ontario 
chain, is that right? 

A. Correct, 

Q. And does that give you a 
distributional advantage in the sense tmt you save 
money? 

A. Well, in a sense, if the 
program was a success in Toronto, our service 
would continue and they would not have to deal with 
four or five different wholesalers. 

MR. SEDGEWICK: That is all for me, 


thank you. 
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‘ Mr. Chairman, would it be convenient 
if Mr. Ridout were called at this juncture? 

The reason I mention it is in connection with those 
deals which were closed on the llth of June, 
although the agreements spoke of a closing date 

of June 30th or earlier, Mr. Ridout made the 
arrangements to close, he made them with the 
solicitors on the other side and I thought it might 
be helpful if the Commission had his evidence now 
because it would follow sequentially the, evidence 
of Mr. Molasky. 

How do you feel about tmt, 

Mr. Holland? 

MR, HOLLAND: Mr. Chairman, with 
respect, if my friene wishes to call Mr. Ridout 
as his witness I will be delighted if he would do 
SO. 

I would suggest, however, that 
witnesses that I have available be called first. 
There 1S some more evidence, I believe, that will 
be called dealing with this early closing date 
that I expect to be led by me and I would have 
thought that it would be better if Mr. Ridout 
gave his evidence as Mr. Sedgwick's witness 
after all of this evidence was before the 
Commission, 

MR, SEDGWICK: With that I agree. 

I thought we had heard all we were likely to hear. 
MR. HOLLAND: Not entirely. 


‘MR. SEDGWICK: Very well, then. 
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THE CHAIRMAN: There are one or 
two questions I would like to ask your witness 
arising out of the questions you propounded. 

MR. SEDGWICK: Certainly. 

THE CHAIRMAN: Do I take it, Mr. Mol- 
asky that it is either your intention or you 
have other active contracts or that you are 
negotiating with Dominion, Loblaws, Shopper's 


Drug Mart, Steinberg's, for an exclusive positim 


with them for the supply of paperbacks and 
periodicals through those chains? 

THE WITNESS; In the territories 
that we are now serving. 


THE CHAIRMAN: Your counsel, I 


thought, led you in connection with the whole 
of Ontario. What is your intention -- only 
within the areas that you are serving? 

THE WITNESS: I think when my counsel 
said the whole of Ontario it was strictly stating 
one reason why itwis a benefit through the 
area of the Metro Toronto News. 

THE CHAIRMAN: Have you made any 
arrangements with Dominion Stores in connection 
with the supply to them? 

THE WITNESS: Only on a local 
basis. 

THE CHAIRMAN; Is that Metropolitan 
Toronto? 

THE WITNESS: Yes. 


THE CHAIRMAN: What about Belleville, 
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Toronto, Ontario 
have you made arrangements in Belleville? 


THE WITNESS: I think Bob McMonigle 


who is sales manager would have the answer to that. 


THE CHAIRMAN: Would he also have 
the answer to the question that you would attempt 


to if you could, tie up the whole of the Dominion 


Stores chain for Ontario, if it were at all possible? 


THE WITNESS: At this time absolutely 


no, 


THE CHAIRMAN: Why? 


THE WITNESS: We are only interested 


in serving the territories that we are now servicing 


in. If it came down to whether they wanted to buy 
merchandise from your warehouse in Toronto, the 
same way I stated before, I would not refuse an 
account one copy and I certainly would not refuse 


the Dominion many copies of books. 


DR. JEANNERET:; This is an important 


commentary on Mr. Sedgwick's question to you. 
Where you sell the chain in Toronto you are 


interested only in selling it and serving it in 


those geographical areas that you are operating in? 


THE WITNESS: When we sell a chain 
to handle magazines on such a program we are also 
selling all other wholesalers throughout Canada. 
We are selling their products as well. 

DR. JEANNERET: I almost understand 


you. Will you just explain that? 


THE WITNESS: Well, for example, when 


we sold Loblaws at Metro Toronto News Company's 
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Toronto, Ontario 
expense, we gave a cocktail party for all the 
managers of Loblaws throughout Canada. As 
a direct result we got family reading centres in 
Loblaws and many other wholesalers benefited. 

DR. JEANNERET: Geographic 
territories would be respected, in other words, 
in this arrangement, generally speaking? 

THE WITNESS: Yes. I believe some 
of the wholesalers were also asked to come up as 
our guests. 

THE CHAIRMAN: What is a family 
reading centre, what is its purpose? 

MR, SEDGWICK: I will show you a 
picture of one. 

MR. CAMP: Mr. Molasky is very 
well informed of this and we may not need 
Mr. Romanez. 

THE CHAIRMAN: I take it you are 


informed then for the purpose of supplying the 


racks to Loblaws or Dominion and directly servicing 


then but you would only do so throughout the 
areas you serve? 


THE WITNESS: Yes, and we would 


assist any other wholesaler in building these racks. 


MR, SEDGWICK: This is a picture 
of a rack. As the Chinese say, one picture 
is worth a thousand words. There is the thousand 
words. 

THE CHAIRMAN: What you fa ve 


produced through your counsel is a photograph of a 


a. aapannnge 
Ar  Stigenyosd . 
nm Sides Sou al ,betosgeas | 


clo ©) tantasege estan | ve 


Snow Welhieée i .asy 


7 . 88 qu smo of bsdeg nh tn 
linn? «© at ted 7WAMAT AND ear | 
coeaqivg ett af tedw .extnes gntbees 
a woy wore Cliw tl . aOLWOTR aM 
| ano To, etutolg 
ytov of YAaBIOM .<M% s4MAD . aM 
Seo Ten at oe Bas aids Lo hemrotal LLow 
Senseo .oM 
| . S76 woy Sl eed I =; WAMALAHD GET 
| ol? goiylqque to saoquzg sd to% nerd Dearro tnt 
| Seisivess eiveerth brs notnimol 1 swaldol.ot axogs 
| wd? Suengnotds ce ob yino bivow voy gud. .seds 
TOVIsh MOY 889TH 
Sivow ew.boas ,aoY :82SnTIW SRT 
-SA061 seocdt gnibitud ml t9laaslodw ssdio yas jateas 
swiota s eL ala? :kOLWodTS . AM 
STuUJolg Ono ,4 Se SsBentdd end eA. dost 6 to 
basavod) afd eh srefl .Bhtow bréevods s dt10oW at 
. 8brmw 


ov ci voy tedd sHAMALAHD BHT Ae 


2R-aA2c CK ER 


8 TO Age q0J0dg 6 ef Leenuos iwovy words beovborg 


HO 


1 


Nethercut & Co. Ltd. - 2964 - Molasky, 


Toronto, Ontario 
rack set up, if you will, and on the left-hand 
Side are racks of paperback books. It is 
Food City Family Reading Centre and on the right- 
hand side are racks of periodicals. This is the 
service then that you supply? 

THE WITNESS: At our expense. 

THE CHAIRMAN: Now, I want to, if 
I can, continue with this to this extent; If 
Dominion want to have a service of this kind 
at some place that you do not serve, for example, 
Ottawa, are you prepared to offer that kind of 
Service to them, if they want it? 

THE WITNESS: No. 

THE CHAIRMAN; Are you prepared 
to supply them with the books and periodicals if 
they were to pick them up from you in Metropolitan 
Toronto and take them themselves? 

THE WITNESS: <£ don't think I could 
discriminate against anyone for coming into 
our place and buying magazines on a wholesale 


basis. 


THE CHAIRMAN: Would the distributors 


discriminate against a seller who wanted to buy 
the periodicals or books, do you think? 

THE WITNESS: No. 

THE CHAIRMAN: They only sell to 
certain people, do they not, in your market? 

THE WITNESS: That is right, 

DR. JEANNERET: This is a fine 


example of buying around. 
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Toronto, Ontario 


MR. CAMP: You have employed this 
elsewhere, I gather? 

THE WITNESS: We have had it in 
St.Louis for five years. 

MR. CAMP: I expect it is very 
profitable? 

THE WITNESS; Yes. 

MR. CAMP: What you do is, you 
Supply the magazines and rack them, put them on 
and take them off? 

THE WITNESS: What we do is this: 
We got out to the account, talk to the managers 
and the home office. We offer a custom-made 
family reading centre, 

" MR, CAMP: In your experience 
with these racks, is there any particular area 
in the rackthat is advantageous over other 
positions in the rack? 

THE WITNESS: No, the larger 
magazines are lying down in a flat pile. 
| MR. CAMP: You mean sideways 
9 by 12 as opposed to 7 by 10? 
THE WITNESS: Correct. As I said 
before, depending upon what the local store or 


stores desire to have, 


MR, CAMP: You would supply them with 


the magainzes they wanted or conversely you would 


not be likely to supply them very long with magazines 


they didn't want and couldn't sell? 


THE WITNESS: That is right. 
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1 MR. CAMP: But really your employee 
2 or representative, Mr. Molasky, would arrange the 
3 shelves? 

4 THE WITNESS: There is no set rule. 
5 Every account is treated separately. 

6 MR. CAMP: That is mot part of the 
7 service? 

8 THE WITNESS: Yes, we put up novels, 
9 we do not put up magazines. 

10 MR. CAMP: I understand the picture 
11 is worth a thousand words. 

12 THE CHAIRMAN: It would take a 

13 thousand words to explain it. 

14 | MR, CAMP: I was just looking at 

15 the picture at the Food City Family Reading Centre 
16 and I have not been able to find one Canadian 

17 publication which is racked, with its back to the 


front of the picture, 

MR, SEDGWICK: My eyesight wasn't 
good enough. 

THE CHAIRMAN: Do you have written 
contracts with Dominion, Loblaws, Food City, 
Shopper's Drug Mart and Steinberg's to supply the 
kind of installation shown on Exhibit 10? 

THE WITNESS: No. 

THE CHAIRMAN: Is there any condition 
you lay down in supplying this service that any 
one of these chains, Domininn, Loblaws, et cetera, 
permit only your line of paperbacks and periodicals 


to be displayed for sale in your particular outlets? 


---EXHIBIT NO. 10: Photograph of Family Reading 
Centre in Food City. 
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THE WITNESS: No. 


THE CHAIRMAN: To this extent, to 


your knowledge, do many of them carry other 
products, other paperbacks or periodicals? 

THE WITNESS: For example, Woman's 
Day and Family Circle. 

MR. CAMP: inet 1lsea, évore publication. 

THE WITNESS: They are put in on 
the racks we furnish in the stores. 

THE CHAIRMAN: We are talking about 


not an in-store publication, but something outside, 


other wholesalers. 


THE WITNESS: No, it has never 
happened, I don't know. 

THE CHAIRMAN: It has never happened? 

MR. CAMP: Roughly speaking, do 
you agree, a store manager who is selling groceries 
wants to make reading material available to his 
customers and, therefore, he wants your service? 

THE WITNESS: They have buyers. 
This is their job and what they are paid for, 
to get the most turnover on that rack. 

MR. CAMP: The supermarkets have 
bookbuyers? 

THE WITNESS: That 42s correct. 

MR. CAMP: He buys from the 
catalogue or buys off list? 

THE WITNESS: I believe we may 
have one of them here. 


MR. CAMP: No wonder groceries are 
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so expensive. 

THE CHAIRMAN: Mr. Romanez, when 
he is in the bull pen, I take it will be able to 
tell us about any changes you might require 
from time to time or any publishers of periodicals 
in Canada, in other words, what the margins are 
that you will expect from time to time. I daresay 
Mr. Romanez will be able’ to answer that? 

THE WITNESS: Yes. 


MR. CAMP: Do you act as wholesaler 


‘for any Canadian distributors? 


THE WITNESS: We are a national 
distributor for many Canadian publishers. 

MR. CAMP: Let me be more specific, 
magazine publishers, periodical publishers? 

THE WITNESS: Yes. 

DR. JEANNERET: He says they 
are national distributors. To clear up the 
terminology, what do you mean? 

THE WITNESS: North American 
distributors. We are North American distributors 
in Canada. 

MR. CAMP: Is that a separate 
company? You are both a distributor and a 
wholesaler? 

THE WITNESS: That is right. 

MR. CAMP: For certain Canadian 
publications. 

THE CHAIRMAN: For what publications? 


THE WITNESS: Could I have Mr. 
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Romanez answer that? 

MR. CAMP: You don't know? 

DR. JEANNERET: Have you any 
public plans-to go into retailing? 

THE WITNESS: At the moment, no, 
not in Canada, that’ I know. 

THE CHAIRMAN: Thank you very 
much. We appreciate your coming. 

MR. HOLLAND: ionotice it, 1s now 
22 minutes past 4:00. The next witness I intend 
te call is John Romanez. However, his evidence 
may take a little time. I would think that, 
subject to the views of the Commission, it might 
be a good time to adjourn. 

THE CHAIRMAN: I think we can 
concur with the proposition at this time to 
adjourn. We will meet again tomorrow morning 


at 10:00 o'clock. 


---Adjournment 


“| pan dnamon sé2 2k YaBB aE | 
ee 5) 

as | Fy = a: e ¢ ( 7 

if W798v Woy Anant =f aT ss ry ; . 


anhines na0y steloon@as | Pra ae 


won at tf sobten I aren ae 


’ fa 


1 ‘ue 


Eo 


is Sheint © ssecthw y¥en it 00:4 gesq eeguntm SS 
" gonebive ati , tsvawdl /woetmmqoR Adol ak LLao of 
u <7ana units? bivow I ,emtd sf3gti 6 slad yar. ° 
Icgin vt .colesiomo> ef% Yo awetv ede of Fostdue 


sfavoths of emis booy s od 


| #25 sv untds T :MAMAIAHD ZH? 

. ot entd sina de notyteogotg ede axbw qonos 
| Saiidgor wortomod fisga seam ifiw ef .muivotbs 
i | aa ,loofo'o 00:0L 3s 
, 
if 
i 
. | toemnaivoe LDA--= 


a 
aa 
“| 
as 
ae 
tf 4 
Foe 


Government 


Publications 
ONTARIO © 
ROYAL COMMISSION ON BOOK PUBLISHING 
pa IO, ie ag . 
V\BRARY ——_ 
MAY 5 1973 
es My, RS 
nt AN 
SLOT of 10 
Mr, Richard Rohmer, Q.C. Chairman 
Dr. Marsh Jeanneret Commissioner 
Mr. Dalton Camp Commissioner 
Mr. Robert Fleming Executive Secretary 
APPEARANCES: 
Be 4. Holland, -o.C. Commission Council 
A. O'Donnell Commission Council 
Joseph Sedewick, 9.C., )) 
and ) 
foHeH. Rodome, G.C. ) for Metropolitan Toronto 


News Company & Affiliates. 


Hearings held ate252 ‘Bloor Street. 
West, Toronto, rOntenio, July ih4s 11971. 


This transcript has not been edited, 
corrected or revised by the 
Commissioners, but may subsequently 
be edited, corrected and revised. 


NETHERCUT & COMPANY LTD. 


Phone: 363-3111 
48 York St. 
TORONTO 1 


Sarde 


vAnradwa wees) 


oe - “nimer@ Jeger af 


‘ 
? "y 
' i LAarus ride plane). Ful ite J Lon 
' 
iy fn ad [ienncd* 
i“ Pw thoar 
OTs 
i . r - uid n luo eZ 
1 ’ 
: 
oJ Js biowt saniane 
adr ‘4 O10 Jaw 

5 oe q 
. “a 

_— me 

2a » / << * " rr » 
Si) TRURWAOD £: AORIATIM 
cee Ot yin 

eS aes 
a 
| t GTWONOT : 
\ "7 
< 


1 


Nethercut & Co, Ltd. 


Toronto, Ontario 
Lt Nw. DS 
Witness Page No. 
ROMANEZ, John 
Examinatian by Mr. Holland 2971 
Further examination by Mr. Holland 3056 
Examination by Mr. Sedgwick our 
Re-examination by Mr. Holland 3103 
O'BRIEN, Frederick 
Examination by Mr. Holland Sice 
Exhibits ; Description Page No. 
No. di Submission from Metro 2992 
News Company to Zeher, 
Kitchener, dated March 
3,08 OF 
Nowe Account of Metro Toronto 3028 


News Com pany dated 
arate 1), Coie: 


NO. 23 List of Canadian publica- 3043 
tions distributed by 
Colonial Distributors 
Limited 


No. 14 List of distributors 3044 
from whom publigations’ — 
are acquired 


Honk 25 Letter..of May 3, 1971 from 3065 
Ray Hangen, District Manager 
of Garfield News 
of Canada Limited 
to J. Romanez 


Nox. 26 Note in red ink on second 3066 
page of letter 

No. 1.7 Suggested authorized title 3067 
list, Canadian Railway 
News 

No. 18 A & P Sbores' authorized 3068 


13S OfeciLtiles 


or “eae sol sgt gees 


a6. . inde ‘aor, wohasiadua 

tenn’ of wabancd ewe 

(240% owijow- , telesales 

; iTel .t 


aye ls bog oven Go ¢nwnooss 
nel eh Vinid 407 awel 

LTUl tout 

rep! POL Ge Ce oeusD “le sak 
PiJalh pols 
Bory avelu iainoioo 
botintd 


POT eteiJeiwviels To Fat 
lee itdur mot now 


Het runsA sta 


| L meni fei . £44" to getsad 
eqmie Ietsiald .ceenah yak 
wev. Slalyas0 to 

ae? s #0882. *] 
<a Y oF 
7 an. a ©f svar 


ne 


. . | caeliton et “a 


{I .ou 


> 


el 


,o4 


ou 


ou 


» ah or, 


Aine 


=) 
ys 


rt 
a 


Nethercut &é Co. Ltd. 


Toronto, Ontario 


Bee (Cont'd) 


Exhibits (Cont'd) Description 


No. 


No. 


No. 


No. 


No. 


No. 


Ly 


20 


ad. 


22 


23 


24 


Copy of lettter from 
Pierce News Company 

to McLean Hunter Limited 
dated May 3, 1971 


Statement of Profit and 

Loss, Upper Canada News 

Limited, dated September 
305, 1970 


Copy of agreement dated 
Fors (20, 219 ou 


Financial profit and 
loss statement 
attached to Exhibit 21 


Xerox copy of letter 
Kitchener News 

Company Limited to 
Lichtenberg, dated May 
SLO pe 


Letter from McFadden- 
Bartell Corporation 
GO ds. Cosgrove, 
Kitchener News, dated 
gune 3, “LO72 


(it) 


Page No. 


3103 


Sled 


S131 


Gps 


3140 


S159 


sent) abate? tog yheot 
(eadnetqot te988 {bes ints, 
oreg ,0€ 


fe Seva jaesetgs to Gq09 
pear 0% fPage 


SEITE bis 1Hicid Aetocenrt 
ines Yass esol 
{) tidied ot bedsevJs 


e 

‘7 

Fi 
$ 
a 


eote”. “Ye eqaa 200k 
swan “epenst tA 

oS bagel) sotaqnéd 
govt Levan .grtadaatdold 
: CT@L. GE 


ssbho sa Ment wesiel 
sOllawwy7seo [Lesuad 


: avon aa A 5 a \ o3 
n , “evi \% anehnsia 
Tel. eaux 


baa ee to snnevecact > 


i 


Paes 


(ND) 


Toronto, Ontario 


Nethercut & Co, Ltd. - 297 1 - 
Toronto, Ontario, 
July 14, 1971. 
| 
---The hearing commenced at 10.00 a.m. 


THE CHAIRMAN: Now, ladies and 
gentlemen, we will commence the second day of the 
hearings. Mr. Holland, do you wish to Speak 
to procedure this morning? 

MR. HOLLAND: Yes, Mr. Chairman, 


dewoly bike toneali) tonnRonacess 


JOHN ROMANEZ, Sworn. 


EXAMINED BY MR, HOLLAND: 


Q. Where do you reside, 
“Mr. Romane z? 

A. Toronto. 

Q. Are you a Canadian citizen? 

Ass Ness I ain 

Q. And what is your present 
occupation? 

A. General Manager, Metro 


Toronto News Company. 


Q. And how long have you been 


General Manager? 


A. Since February 20th, 1°5., 

Q. What was your occupation before 
that? 

A. General Sales Manager and 


General Manager of Montreal News. 


Q. What are the gross annual sales 
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of Metro News Company? 

A. $10,400,000, approximately. 

Q. You would be familiar with the 
geographical area serviced by Metro News Company? 

A. Yes, -L any 

Q. Mr. Romanez, I have a crayon 
here. Perhaps you would be kind enough to mark 
in on Exhibit 3 the area serviced by Metro Toronto 
News Company? TI believe these are within two miles 
of North Bay, is that correct? 

A. We do go up in these areas 
but there are only a few accounts in here, what 
we call galley. The bulk of our buSiness ig PEt 
around this little area here. 

THE CHAIRMAN: Would you stand 
Just to the side a little, Mr. Romanez, so we 
can see? 

THE WITNESS: This would be the 
bulk of our business, I would say about 90 per cent 
of our business would be right over here and 
the balance in this area would be approximately 
1O per cent and even 10 per cent would be high. 

MR. HOLLAND: Q. But would you 
indicate the extent of the area? You actually 
distribute to withir two miles of North Bay. 

I have a road map here which would help you 
identify that. Would you then sketch in the area 
that you actually do service from the Metro Toronto 
News Company? 


A. : We have the dealer in this 
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1 area over here. I have a complete set of dealer 

2 guides here which you can check through. We only 

3 have the odd dealer through here and the other 

4 ones, just one there happened to phone for magazines, 
5 THE CHAIRMAN: Mr. Romanez, I wonder 
6 if you can help us because we are the ones who 

7 really should be hearing this and we are not 

8 getting this at all, 

9 THE WITNESS: We may have one dealer 
10 up over here and in these areas over here we always 
11 have a few galleys here. 

12 - THE CHAIRMAN: What type of dealers? 
13 THE WITNESS: Galley dealers, mail 
14 dealers. Accounts we mail out magazines to in a 

15 package. They send their own orders, they 

16 tell us what they want and we mail it out to them, 
17 Actually we are losing money on this area by 

18 mailing out. 

19 MR. HOLLAND: Q. Mr. Romanez, 

20 is "this area" that you indicate which were there 


Serviced by galley dealers, are any other 
wholesalers servicing that area? 

A, This, I couldn't tell you. 
There may be on the fringe line. I know previously 
Belleville was servicing some and London was 
Servicing some in these areas in here. It is 
not a cut and dried territory. 

Q. Now, would you look at the 
area I am now indicating on the map where there 


Seems to be a gap. Actually does Metro Toronto News 
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now link up with London to Western Ontario 
distributors? 

A. Yes, we do. 

Q. Then, would it be correct to 
colour that part also in pink? 

A. I would say the odd accounts 
again, it is not solid. It is very sparse. This 
area over here would be solid and these areas over 
here would be very sparse (indicating). These 
ones I have marked here are sparse areas. 

Q. And then all of them down 
here to Chatham, do yo. through London join the 


Chatham area? 


As On the fringe. 

Q. Again, you have the galley 
dealers there? 

A. Yes. 

Q. Would you mark that, please? 

A. Yes. 


THE CHAIRMAN: Mr. Romanez, looking 
at that map would you say that Metro Toronto News 
Limited, with the exception of the Kitchener market, 
which it is now participating in in any event, 
that really from London and Sarnia and the area 
shown on Exhibit 3 in red straight east, including 
Metropolitan Toronto and running over to Belleville 
and north up to the Bruce Peninsula is totally the 
area of Metro Toronto News and its affiliate 
companies, would you say that? 


A. Yes, I would. 
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Q. Really, what is left therefore 
is Brantford, Hamilton, St. Catharines, the 


Niagara Peninsula, Chatham and Windsor and as well 
Kingston, Cornwall and Ottawa, along the southern 
edge, is that right? 

A. Tha tLe right. 

THE CHAIRMAN; Have you any idea 
what percentage of the market your operations cover 
now in southern Ontario? 

THE WITNESS: No. 

THE CHAIRMAN: Thank you. 

MR. HOLLAND: Q. Now, looking at 
Exhibit 4 which is a map of northern Ontario, does 
Metro Toronto News Company or any of its associated 
companies service any of that area? 

A. No. 

Q. Now, when did Metro Toronto 
News Company take over distribution of Triangle 


Publications to the Kitchener area? 


A. May lst. 

Q. May 1st, 1971? 

A. 1971. 

Q. And at that time were you 


aware that the Kitchener area or the Kitchener 


News Company Limited had been sold? 


By, At that time, yes. 

Q. When did you first hear of 
this sale? 

Ay April 20th or 21st, I am not 


quite sure. 
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Q. 
sale? 

A. 
morning. 

Q. 

A. 


(Holland) 


How did you hear of the 


I believe it was on a Friday 


How did you hear of it? 


On Friday morning some 


publishers! representatives came to our office and 


informed us that they had heard that Kitchener 


was sold. 
Q. 
to your office? 


‘AC 


Who were the people who came 


I don't recall, there were 


quite a number of them, We have up to 15 or 18 


publishers' representatives in our offices daily. 


I can't recall now who told me that. 


Q. 


of the sale? 


or April elst, 10712 

A. 

Q. 

A. 

Q. 
when you spoke to him 
him of this sale? 

A. 


Q. 


What did you do when you heard 


I called Mr. Molasty. 
in St. Louis? 
ny Sts, Louls. 


And this would be April 20th 


Yes. 

Anyway it was a Friday? 
Yes. 

And what did he say to you 


on the telephone and advised 


He was very surprised. 


Did he express anything other 
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than surprise? 

A. Not that I can recall. He 
was very surprised, particularly at Mr. Cosgrove 
as one of the -~ as General Manager. At that time 
all we knew was the General Manager. 

Q. And why did that surprise 
him? 


A. I imagine because Mr. Cosgrove 


was my predecessor, 

Q. And did you know the identity 
of the other purchasers? 

A. No,» 2 ididnyt; 

Q. So, the only name that you 


knew was Mr. Cosgrove? 


A. Yes. 

THE CHAIRMAN: Was the expression 
one of surprise at Mr. Cosgrove or would you describe 
it in any other way? 

THE WITNESS: I imagine mainly 
Surprise. 


MR. HOLLAND: Q. Was he upset? 


BS Possibly, I couldn't say. 

Q. Did he appear to be annoyed? 
A, I couldn't say. 

Q. Was any bad lanaguage used? 

A, Absolutely not. 

Q. He just expressed surprise? 

As Yes. 

Q. That his ex-manager had bought 


into an adjoining area? 
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1 A. Yes, 

2 Q. Now, when did Metro Toronto News 
3 take over distribution of MacFadden-Bartell 

4 Publications in Kitchener? 

5 A, July 6th, 1971. 

6 Q. Now, Mr. Molasky told us 

ff yesterday, as I remember his evidence, that he 

8 had solicited that distributor. Did you assist 

9 in that solicitation? 

10 A. No. 

11 Q. Mr. Molasky also told us 

12 yesterday as I remember that he had solicited 

13 all the other North American distributors or most 
14 of them. Did you assist in that solicitation? 

15 A. Not at all. 

16 MR. CAMP: Were you aware that they 
17 were being solicited? 


THE WITNESS; Yes, I was. 

MR. CAMP: You were told by whom? 

THE WITNESS; Mr. Molasky. 

MR. CAMP: When? 

THE WITNESS; After I heard the TV 
Guide franchise was gone, 

MR, HOLLAND:Q.How did you know they 
had the TV Guide? 

A. I had a call from Mr. Dick 
Northorp, che Circulation Manager on, I believe, it 
was Friday, the 20th or so of April that they were 
to be effective in Kitchener on May 1st. 


Q. Did you agree? 


wetiios win eten ee : 75 2 

ee Te penal? vee 
| hikes soe DG | ome etal gant bevtdten 8 
> s ro as i 9g 


a ; \ on oA i 


5 = 


N u o. 8 yo iiom oth n°) ' 
oy Gt Jer) t4edaemon I ae Yabtslsesy 
felt Awelsomk di tot tadio ed L668 


\oodioa fers al Jalkow fee BIC net’ Fe 


ThA? Wl way se 


thedIaif{am anict wtew 


sStw ; SATO: SAT 

fin “Blox or0w | y quad . ae 
‘VALetoM...34 « <BR Ser 
°nag) WTA)” . AM 

@r iygen i We: A (VE TTL Thr 


,61oy few salfonati shiv 


Tebivo VT sAg bea 
oi 7 A 
P48 swt motvalgotl) eu. ,qietsson 


LLegA Yo @8 SO HO05 em? ,y¥aoltl caw 
ioe tE a) ep laoetyYs 4-07 


50.5 q ey it a 


NO 


Nethercut & Co, Lid. - 297 9 - Romane z Pps? 
Toronto, Ontario ( Holland ) 
A. Yes. 
Q. Did you speak to Mr. Molasky 


before you agreed? 


A. 


Q. 


A. 


Q. 


Q. 
example when this was 
a 


Q. 


example in Ontario? 
A. 


a few months. 


in Que bec? 


A. 


THE CHAIRMAN: 


MR. HOLLAND: Q. 


THE CHAIRMAN: 


I called Mr. Molasky and 


informed him and he said yes, go ahead. 


And then you phoned Mr. Northorp 


back and told him you could do it, is that right? 


Yes, 


Is it unusual for one 


geographical wholesaler to start to take Over the 


distribution for a North American distributor 
in somebody else's district? | 


Not at’ all. 

Not unusual? 

No, | 
Can you give us any other 

done in Ontario? 

in Ontario, “f ‘car's, 


Then, I suggest to you it 


would be a bit unusual if you can't give me another 


I have only been in Ontario 


Ask him about Quebec, 
Lee. sues 
i Da 


Yes, 


This was a period, 


therefore of one week between the time that you 


informed Mr. Molasky of the Kitchener sale and it 
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was one week later on which you had the call from 


Northorp. What did Northorp say to you, in general 


terms when he called? Did he say, "Good morning" 
or"Good afternoon"? What did he say to you? 

THE WITNESS: He said his office 
had informed him that Triangle Publications would 


not be distributed in Kitchener and he wanted co 


know if we could feasibly deliver through our 


agency. I said, yes we could. 

MR, CAMP: Didn't he know where 
Kitchener was? 

THE WITNESS: Yes, I do. 

MR. CAMP: Didn't he know? | 


THE WITNESS: Yes. 


MR. CAMP: And you called Mr. Molasky 
to tell him that Triangle had sold the TV Guide? 

THE WITNESS: Yes. 

MR. CAMP: He was surprised when 
you told him about TV Guide? | 

THE WITNESS: He didn't say anything. 

MR. HOLLAND: Q. Did he appear to 
know about it? 

A. Quite possibly. 

THE CHAIRMAN: Did he or did he not 
appear to you to have'known about it in advance, 
before you informed him? 

THE WITNESS: Mr. Lichtenberg 
may have contacted Mr. Molasky. Mr. Molasky did 
State that Mr. Crocker had contacted him. 


MR, CAMP: Mr. Holland, could you 
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1 Straighten that out for me? 


| 
2 MR. HOLLAND: Q. As I understand te, 9 
3 following this telephone conversation with the 
4 Toronto representative of Triangle, you then 
5 telephoned Mr. Molasky in St. Louis? 
6 A. Yes, 


7 ole And you told me that it 


8 appeared to you that very possibly he already 
9 knew about the suggested arrangement? 


10 Aus Yes. 
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Q. What did he say to you which 
indicated to you that he had knowledge of the 
Suggested arrangement? 

A. All he said to me was "Do your 
best to get TV Guide into the Kitchener area". 

Q. He expressed no surprise at all 
about this new arrangement? 

nY*?No* 

Q@. And it appeared to you that he 
already knew about the suggested arrangement? 

A. Very-possibly, yes. 

Q: "Did" it” occur to=you that. he 
knew the suggested arrangement? 

Ay lo never thought ofr 7b. Very 
possibly. 

Q. In retrospect? 


A. “Very pessioly. 


MR. CAMP: I. would like to know how 
was distributed in Kitchener prior to this. 

MR. HOLLAND: Q. How was TV Guide 
distributed in the Kitchener area prior to this? 

A. Through Kitchener News. 

@. Which is the company which was 
being sold? 

Ae” Yes’ 

MR. CAMP: Where did it come from? 

THE WITNESS: triangle Puplications, 
shipped from their Toronto office to Kitchener. 

MR. CAMP: From Toronto to Kitchener 


by truck? 
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Toronto, Ontario (Holland) 
t THE WITNESS: By truck. 
2 MR. CAMP: How did you deliver it 
3 there? 
“ THE WITNESS: By truck. 
5 MR. CAMP: So it made no difference. 
6 DR. JEANNERET: The effect of 
7 this~- change, however, would have been to give 
8 you an entry into all the Kitchener accounts, 
9 retailers wishing to sell TV Guide and that would 
10 be pretty well all of them, on a weekly basis, 
11 I presume? 
12 THE WITNESS: Yes. 
13 DR. JEANNERET: This has been 
14 changed in relationship to the direct connection 
15 and the ultimate recap. 
16 MR. HOLLAND: Q. So at this point 
17 really, by the first of June in the Kitchener 


area, you had TV Guide and the other publications 
of Triangle Publications, and you also had the 
publications of MacFadden-Bartell? 

AS Ply 26th 

QO. As of July, 6th? 

Av Nes. 

THE CHAIRMAN: I want to ask this 
question at this point -- it is going to be 
difficult, Mr. Romanez, because you find you will 
be -- the question occurs to me. I take it 
that you had no qualms, if you will, about taking 
TV Guide west to serve Kitchener retailers directly 


from Metropolitan Toronto, even though you knew 
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1 


that Kitchener News was in existence and had 


2 had this contract for some time? Is that right? 
3 THE WITNESS: That is right. 
4 THE CHAIRMAN: I take it, therefore, 
5 you would have no qualms if TV Guide were to 
6 ask you to serve any other area that does not 
7 belong to you, for whatever reason, whether Mr. 
8 Molasky, or-someone, might make an arrangement 
9 with TV Guide =- we don't know how these things 
10 happen, but suppose it did happen that TV Guide 
11 was to be distributed by you for Chatham and 
12 Windsor, or-any other place, you would have 
13 no qualms about delivering it into those areas 
14 -at-all, would you? 
15 3 THE WITNESS: . Not at all. 
16 U4 THE CHAIRMAN: I see. 
17 ~ MR. HOLLAND: Q. As of the 


end of June you had two -- the 6th of July 
you had two North-American distributors in the 
Kitchener area? 

A. Yes. 

Q@. And one of those included 
TV Guide, which is the prime seller, as I understand 
ps 

Ay) Less 

Q@. Did you make -- we heard 
that Mr. Molasky solicited the other distributors 
in the Kitchener area. Did you at Metro News 
Company, make any other effort to gain further 


entry into the Kitchener area? 
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: A. None whatsoever. 

2 MR. CAMP: When you were told | 
3 about TV Guide by Mr. Northrop, did he say TV 
Guide specifically, or did he say TV Guide and 

5 all the other publications? 

6 THE WITNESS: He said Triangle 

7 Publications. 

8 MR. CAMP: How many publications 
9 is that? 

10 THE WITNESS: Two major ones and 
11 quite a few secondary ones. There are about 

12 18 to’ 20 publications. _I am not sure of the 

13 exact’ amount. 

14 MR. CAMP: Have you a copy of 

15 their full l4&st there? 

16 THE WITNESS: Yes. You have the 
17 Samé list, I believe, 


DR. JEANNERET: One of the last 
things Mr. Molasky told us yesterday -- a lot of 
very valuable information -- was that his firm 
was a national distributor for certain publications 
as well, of course, as what some companies. 

The publications for which YOu are ainationad 
distributor, do they include any important items 
and would you have continued to sell those in 
Kitchener, or would you have handled Kitchener 
on behalf of those periodicals directly? 

THE WITNESS: We continued to 
sell Kitchener on those directly’. 


DR. JEANNERET: You always had? 
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- THE WITNESS: Yes. 

: DR. JEANNERET: Would you normally 
3 distribute those to the regional wholesalers? 

: THE WITNESS: Yes. 

5 DES JEANNERET: But. vot in. the 
6 Ce oe ee so you already had contact with 
7 Kitchener? 

8 THE WITNESS: No, 1 am sorry. 

9 Through Colonial Kitchener was distributing in 
10 those areas and we just continued in this period 
11 through Colonial. 

il ? DR. JEANNERET: Therefore, 

13 Kitchener News is actually receiving through 

14 Colonial, their magazines for which you are the 
15 national distributor. Does that include any 

16 paperback books? 

17 THE WITNESS: Mainly. 


THE CHAIRMAN: Mr. Holland, this 
is going to be difficult right now. 

Mr. Romanez, following the 
question that I put to you, that answer you gave, 
you would not have any qualms, you are skilled 
in this whole industry. Is it not correct that 
if there was an agreement made in the United 
States between the distributors and on Exhibit 2, 
they are all in the United States with the exception 
of one, if there was an agreement made there 
between the principals or the officers of those 
companies, the major ones, and, for example, 


Pierce News Company, as they obviously are with 
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regard to Triangle and all the other firms, 
is it not quite possible that a decision could 
be made in-the United States which would provide, 
in effect, the ability to Metro News, or Mr. 
Molasky's  intereststo have a complete, if you 
would, monopoly over the whole of Ontario? 

MR. SEDGWICK: Surely, Mr. 
Chairman --- 

THE CHAIRMAN: I will ask the 
questions, Mr. Sedgwick. 

MR. SEDGWICK: To ask questions 
you should ask question, with due respect. 

THE CHAIRMAN: With due respect, 
I know a* question when I want to put it --- 

MR. SEDGWICK: SOD doi. he 
speech you just made is not a question: It was 
a speech. 

THE CHAIRMAN: It was a question. 

MR. SEDGWICK: I don't see that --- 

THE CHAIRMAN: We have been 
asked to'do this and it was a very simple question. 

MR. SEDGWICK: I didn't know a 
question could occupy so long a space of time. 

THE CHAIRMAN: That is most 
unfortunate. Answer the question. 

THE WITNESS: First, that is a 
very complicated question. 

THE CHAIRMAN: Mr. Reporter, would 


you repeat the last question, please? 
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THE REPORTER: (Reading back): 
"Mr. Romanez, following the 
question that I put to you, that 
answer you gave, you would not 
have any qualms, you are skilled 
in this’ whole industry. Is it not 


correct that if there was an 


agreement made ir she United 


States between the distributor 
and on Exhibit 2, they are all 


in the United States with the 


‘exception of one, if there was an 


agreement made there between the 


‘principals, or the officers of those 
‘companies, the major ones, and, for 
‘example, Pierce News Company, as they 


“obviously are with regard to 


Triangle and all the other firms, 

is it not quite possible that a 
decision could be made in the 
United States which would provide, 
in-effect, the ability to Metro 
News, or Mr. Molasky's interest. 

to have a@ complete, if you would, 
monopoly over the whole of Ontario?" 


THE WITNESS: It is possible, but 


MR. CAMP: How long have you been 


in this” business? 


THE WITNESS: 23 years. 
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i MR. CAMP: So you know something 

2 from your experience. We know the history of Ameri 
; can News, in the United States. 

4 THE WITNESS: I have worked with 

5 them. 

6 MR. CAMP: Do you remember when 

7 Julius Garfinkle took it over and re- 

8 arranged? the discount rates for all the distributors? 
9 What happened as a result of that? 

10 ' THE WITNESS: 

ii MR. CAMP: The publishers got 

12 together and broke the monopoly, didn't they? 

13 They established a whole network of independent 

14 wholesalers? 

15 2 - THEeWLTNeoS*: Independent whole- 

16 salers existed long before the deal with American 

17 News’ Company. 


MR. CAMP: There is an example 
whereby the distributors, if you like, and/or 
the publishers got together and established their 
own operations in order to discriminate against 
a particular wholesaler and it was effective, 
was it poLett 

THE WITNESS: I think it was 
the opposite of what you are saying. American 
News Company was a monopoly, it could not have 
existed as a monopoly. 

MR. CAMP: But it does prove 
they have the leverage and the power to affect 


markets and to affect wholesalers. They can break 
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or make a wholesaler? 
THE WITNESS: Or the retailer 
can break a wholesaler also. 
MR. CAMP: A retailer? 
THE WITNESS: Very easily, by 
not buying from the wholesaler, a group of retailers. 
MR. CAMP: in effect, this matter 
is an historic example whereby publishers anda 
distributors, either in association with wholesalers 
or by establishing their own wholesale operations? 
THE WITNESS: It is very possible. 
MR. HOLLAND: Q. Getting back 
to Kitchener, Mr. Romanez, was any effort made 
by Metro- Toronto News Company to solicit the 
retailers-for publications other than those 
carried by Triangle and M:Fadden-Bartell? 
A. For family reading centres 
only. 
Q. And was it suggested in this 
solicitation that if the retailer took this 
family reading centre which, as I understand it, 
was the shelving arrangement supplied, that this 
would eliminate having to buy from Kitchener 
News Company? 
A. .Yes. 
Q@. I am showing to you a submission 
from Metro News Company to Zeher in Kitchener, 
dated March 3rd, 1971. Can you identify that? 
A Wee«4..J..Cen, 


Q@. Is that such a solicitation? 
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A, sien. 
Q. If you will look at page 2, 
does that solicitation indicate that, by accepting 


the solicitation it would eliminate being serviced 


by two separate suppliers? 

A. Yes, 

Q@. Giving you a complete full line 
Supplied through one source? 

A. Yes. 

@. And does it, therefore, 
indicate’ you were trying to raid Kitchener and 
take over the whole area? That .is Metro News 
Company. 

A. We were soliciting chain 
stores. 


MR. HOLLAND: May that be the 
next Exhibit? 
THE CHAIRMAN: That will be 


Ban bAt- No. 11. 


---EXHIBIT NO. ll: Submission from Metro News 
Company to Zeher, Kitchener, 
dated March 3, 1971 


MR. HOLLAND: Q@. And did you 
have any arrangements in Toronto with any of 
the chain stores for the Supplying of publications 
and paperbacks? 

A. Through Kitchener? 

Q. In Toronto, first, in the 


Toronto area did you supply, for example, Loblaw 
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1 and Dominion stores? 

2 A. Certainly. 

3 Q. Did yu solicit those companies 

4 to get :their business in Kitchener? 

5 A. Very possibly, yes. 

6 Q@. And can you tell me any other 

7 chain store you solicited in order to get --- 

8 THE CHAIRMAN: Does he know or 

9 does he not? 

10 THE WITNESS: This would be handled 
11 by my sales manager, general sales manager. 

12 MR. HOLLAND: Q. What is his name? 
13 ' A. Robert McMonigle. 

14 ee Q. Of your personal knowledge 

15 do you know of any chain stores that were solicited 
16 to get their business in the Kitchener area? 

17 * Ay Wes, I do. 


Q. What stores? 
A. Solicited to get their business? 
It actually improved delivery to Kitchener. 


Q. What stores were those? 
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A. Dutch Boy. The rest of them 
you will have to ask Mr. McMonigle. 

Q. And did you get any acceptances 
to these solicitations? 

A. No, we stopped solitation in 
that area. 

Q. When? 

A. The middle of June. 

Q. That would be when this Act 
came before the Legislature? 

A. Yes. 

Q. And why, then, did you stop 
soliciting in the area? 

A. We didn't know exactly what 


the Act was about. We felt it was better to find 


out just how the Act affected us. 


MR. CAMP: You are talking about the 


proposed legislation? 

THE WITNESS: Exactly. 

MR. HOLLAND: Q. And, is it your 
intention at the moment to continue or to resume 


soliciting business in Kitchener from retailers? 


A. Very possibly, yes. 
Q. rs itor Ven't “£6? 
A. Well, economically when we 


have trucks going into the Kitchener area with 
TV Guide and if we can just load it instead of 
just publications of MacFadden it would be much 
better for us to go in there with a whole line of 


magazines. It is not worth going in with just one 
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Nethercut & Co, Ltd. - 2995 - Roma nez ee a 


(Holland) 
line, as Mr. Molasky stated. 
THE CHAIRMAN: I wonder whether 


it could be put to the witness if it was uneconomic 


to make this kind of an operation in the first 


place what might be the reason for taking on the 
TV Guide? 

THE WITNESS: It is not feasible to 
£0 in with the TV Guide right now but we are not 
getting the maximum payload out of our trucks. 

MR. HOLLAND: Q. You would just 
like to get more? 

A. Absolutely. 

Q. Would that same argument 
apply to other parts of Ontario not Supplied by 
Metro Toronto News Company? 

A. No, it doesn't apply. 

Q. Would not it be more 
economic to have the whole southern part of the 
province? 

A. In the areas we are going into 
we are going in with a full line of magazines now. 


Our vehicles can't carry any more than they are 


carrying. 

Q. You would have to put on more 
trucks? 

A. We would have to put on more 
trucks. 

Q. And that would be uneconomic? 

A. Not necessarily. 


Q. Following that line of thought, 


ee ee ee 16 nat aus at 
ants GGieat apt chase; G) al sak Sia 


7 ? to Sime san, @/ | 
ee ee ‘fon Wr wey cieiw ork Op 
Hasna) Ome ow Lee meen ole Bareeey 


mur, BLU bv ; Viiv .ae 


wront toy OF Stat 


seSeuaie. Af 5% a, 
| | os ¥Kedq 
T f ‘| uw eM 
! 
o SUE t ‘ 
é 
7° Cars a of, jiemoGos 
@ 
,'e. 4 vig 
wick eee 
«2 ‘ ines af im. O38 iw 
4 aay [oi 1G ey ‘Xl O 
Bi . i yo! 
oyar 
Tent ie 2) 
— 
wee) 


af j 


a 


Nethercut & Co, Lid. = 2056: . Romanez, ex 
Toronto, Ontario (Holland) 


1 how is Sarnia serviced now? 
2 A. Sarnia, right now? | 
3 Q. Yes. 
4 A. From Sarnia. 
5 Q. Has there been any change in 
6 the distribution set-up in that area since the 
7 purchase of Lambton News? 
8 A, Not at present, no. 
9 Q. Is one anticipated? 
10 A. Yes, 101s: 
11 Q. And when do you expect to bring| 
12 this change about? 
13 A. At the end of July. 
14 Q. And what change are you 
15 bringing about? 
16 A. We are going to merge Sarnia 
17 with London for distribution purposes. 
Q. And what effect will this 
have on the present system in Sarnia? Will you 
cut down the number of people and hire more people 


in London? 

A. Yes. 

Q. And is it anticipated that 
London would be supplied from Toronto? 

A. Eventually, it is very possible 

Q. Would that mean that. London 
would then be closed down and that Sarnia and London 
would be operated direct from Toronto? 

A. Very possibly. 


Q. And when is it expected that 
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this could be done? 

A. As soon as it is economically 
possible, 

THE CHAIRMAN: I recall some figures 
to the effect that the London establishment of 
employees at the time of acquisition was about 
40 -oda? 

MR. HOLLAND: This is Belleville, 
Mr. Chairman. 

THE CHAIRMAN: Oh, is it Belleville? 

MR, HOLLAND: Yes, 

Q. Now, in connection with 
Belleville, as I understand it, that is already 
being supplied direct from Toronto? 

A. Yes. 

Q. And yesterday there was 
Some evidence that there had been a drop in 
employment there from 40 to 7? 

A, isbelievesitivass30 tocz, 

Q. How many employees are there 
now in Belleville? 

A. I believe 3. 

Q. And is it envisaged that the 
same sort of drop-off in employment will eventually 
occur in Sarnia and London? 

A. Yes. Now, in London? 

Q. You wanted to add something, 
you wanted to say some thing? 

A, Yes. 


Q. Go ahead. 
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A. On April 28th -- I am sorry, 
on May 19th -- at Metro Toronto we had 233 employees. 
When we took over Belleville on June 2nd one week 
later we had 272 employees in Metro Toronto News 
Company. Today we have 288 in Metro Toronto News 
Company. The history is over here and it will show | 
you that every employee that we dropped at Belleville 
we more than added at Metro Toronto News Company, 
So we did not lay off any employees. 

Q. You laid them off in Belleville 
but hired somebody else in Toronto? 


A. We shuffled them around, 


Q. Did you bring them from 
Belleville to Toronto? 

A. Some of them we did. We 
hired supervisors, we hired Mr. Colebourne's sons. 
We have a district manager in each area, we 
have a district manager in Peterborough, Belleville 
and Oshawa, all former employees of Upper Canada 
News Company. We took the overhead to Metro 
Toronto. 

Q. When you transport 
publications from Metro Toronto to one of the 
outlying areas, for example Belleville, dowyou 


Charge the retailer a transportation charge? 


A. The same as we do in Toronto. 
Q. The same charge? 

Ax As a matter of fact less. 

Q. Would you explain that? 

Ass In the Toronto area we have a 
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service charge which is higher than the service 


| 
2 charge in the Belleville area. 
3 Q. And yet when you ship material | 
4 to Belleville you have to send it by truck and you | 
5 would have to send it about 100 miles? | 
6 A. They are our own trucks, our | 
7 own drivers. 
8 Q. And yet you charge less for | 
9 deliveries to Belleville than you do to Toronto? 
10 Ae We charge the same thing as 
il Upper Canada News Company charged. We use | 
12 their service charge. 
13 MR. CAMP: There is a service charge? 
14 THE WITNESS: Yes. 
15 MR. CAMP: Based on what factor? 
16 THE WITNESS; On handling, and we 
17 have to handle returns. It is based on handling 
18 and also the cost of the vehicles, the cost of 
19 delivery. 
20 MR. CAMP: This is not affected? 
21 THE WITNESS; Not really. 
22 MR, CAMP: Would you explain that 
23 a little further, as to how you determine whether 
24 your price will be lower or higher in terms of 
25 handling? 
26 THE WITNESS: We assumed 
27 Upper Canada's distributing charge and charge 
28 the same charge as they. 
29 THE CHAIRMAN: How much is that? 


30 THE WITNESS: 50 cents on the dollar. 
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THE CHAIRMAN: 50 cents on the dollar 
for what? 
THE WITNESS: Delivery. 

THE CHAIRMAN: Based on? 

THE WITNESS; A week's delivery. 

DR, JEANNERET; You have much 
higher service charges than that? 

THE WITNESS: In Toronto it is 


$1.75. 


MR. ‘CAMP: It is $1.75 in the Toronto 
area? 
THE WITNESS: Not to everyone. 


MR, CAMP: Higher or lower? 


THE WITNESS: Lower, no one is higher. | 

Mie CAME ST V1 0757 

THE WITNESS: Yes. 

MR. CAMP: For example, what would 
be the cost Rene chores 

THE WITNESS; Presently there is no 
service chase in Kitchener. 

MR. CAMP: So, the cost of hendling 
is absorbed. Why? 

THE WITNESS: It will be now that we 
have MacFadden, There will be a 50 cents service 
charge. 

MR. CAMP: A 50 cents service charge 
in Kitchener and $1.75 in Toronto? 

THE WITNESS: We handle fewer 
magazines in Kitchener, I believe Kitchener News 


also had a service charge. 
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THE CHAIRMAN: In the Belleville 
area, why do you not put the service charge 
in the position where it is Similar to that of 


Toronto? 


THE WITNESS: That is a difficult 


question to answer. 
THE CHAIRMAN: Do you think you 
will? | | 
THE WITNESS: It all depends on the 
economics of delivering into that area. 
THE CHAIRMAN: Well, if you 
were charging $1.75 to somebody in Metropolitan | 
Toronto, which is your base of operations, can you 
tell me how the economics of serving Belleville 
in comparison with Metropolitan Toronto can be 
any other than higher? 


THE WITNESS: There is no overhead 


in Belleville. 

THE CHAIRMAN: You have got how 
many employees now in Belleville? 

THE WITNESS: Three, they are mainly 
Supervisors, 

THE CHAIRMAN: You have some overhead? 

THE WITNESS: Very little. 

MR. CAMP; Apprentices and offices? 

THE WITNESS; Not a building, no, 
Just an office and the district Supervisor has an 
office. The supervisor has an office in his home. 

THE CHAIRMAN: Are you telling us 


that the overhead, since you are operating out of 
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Metropolitan Toronto into these areas, is not 
equalized over your entire operation? Are you 


telling us that the service charge which you can 


justify is $1.75 in Toronto the service charge of 
an equal amount at least for taking the books and 
material from Metropolitan Toronto to Belleville 
is not comparable to the $1.75? _ | 

THE WITNESS: As I explained to you 
this has to be studied. I should think it would 
be. 

MR. CAMP: Just to clarify something. 
Who furnishes the Daily Racing F orm? 

THE WITNESS: T¥iangle -ublications. 


MR. CAMP: Who is the distributor? i 


THE WITNESS: Triangle Publications. 
In Toronto we distribute 35,000 copies a week on 
track days and 11,000 on off-track days. 

MR. CAMP: 46,000 copies? 

THE WITNESS: No. 

MR, CAMP: I thought you said 
B5;000%p1us 11,0007 


THE WITNESS: No, 35,000 when the 


races are on and 11,000 when they are not. 
MR. CAMP: You mean when the races 
are not on’ in Toronto? 
THE WITNESS: The sale drops. 
MR, CAMP: You are still wholesaler? 
THE WITNESS: Yes. 
MR. CAMP: You are the wholesaler for 


Garden City and all the tracks in Ontario? 
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THE WITNESS: Yes. 

MR, CAMP: If you are the wholesaler, 
how many copies of Modern Bride do you sell? 

THE WITNESS: About 2,000 copies. 

MR. CAMP: Mr. Molasky, I guess it 
was, was kind enough to give us a list of his 
publications and he has here the magazines which are 
the best sellers and he added TV Guide, Modern 
Bride, Popular Flectronics, Stereo Review; the 
Daily Racing F orm is not on here. 

THE WITNESS: What list do you have 
over there? You don't have a full list. 

MR, CAMP: Well, it is obviously not 
a full list because the Daily Racing Form is not 
On bibG. 

i THE WITNESS: There are no newspapers 
or tabloids on that list, National Inquirer, 
Midnight, Hush, Tab. You name them and we have 
copies of them, 

MR. CAMP: Are those Canadian 
publicai:ions? 

THE WITNESS: Some of them are, yes. 

THE CHAIRMAN: It is printed in 


Winnipeg. 
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Toronto, Ontario (Holland) | 
1 MR. HOLLAND: Q. On the Racing 
2 Form, who distributes the Racing Form in Kitchener? 
3 A. Kitchener News. | 
4) Q. Why is that not distributed | 
5 by Metro Toronto News since youhave other bubaica hove 
6 Avene ob Gana eanswer that... You 
7 would have to ask Mr. Lichtenberg. | 
8 MR. CAMP: There must be someone | 
9 at the track who takes the Daily Racing Form | 
10 from Toronto to Kitchener. 
11 THE WITNESS: Maybe there is. 
12 MR. HOLLAND: Q. The answer 
13 is it has to be delivered daily, is that it? | 
14 As Ed realiy couldn’? teli you, 
15 MR. CAMP: As you said before, 
16 you have TV Guide and all the publications, you 
1% mean you have all the publications less one? 
18 THE WITNESS: The Recing storm 
19 comes through McMurray Publications, which 
20 is a separate ccsiipany and has no connection with 
Triangle that I am aware of. 
a MR. CAMP: MeMurray Publications? 
a2 THE WITNESS: Yes. 
23 MR. CAMP: I asked you before 
24 about the Daily Racing Form and you said it, was 
25 Triangle Publications. 
26 THE WITNESS: Directly, they are. 
27 MR. CAMP: What is the name of 
28 the’ company? 
29 THE WITNESS: McMurray Publications 
30 an Toronto. 
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MR. CAMP: Is that an independent 


organization, independent of Triangle? 


THE WITNESS: I can't answer that. 


You would have to ask someone else. 

MR. HOLLAND: Q. You say that 
the Daily Racing Form is delivered by McMurray 
Publications? 

A. They are the national 
distributor. 

Q. How about TV Guide? Do they 
distribute TV Guide as well? 

A. Triangde does. They are the 
publishers of TV Guide. 

Q. But McMurray Bulb iiee wien is 
cnerpublishéer of TV Guide, iso do you pick up 
your TV Guides and your Daily Racing Forms at the: 
same place? 

AvsroThey* are not) publishedtat) the 
same time. 

Q. But from the same location? 

A, Same Location: 

Q. Same location. Now, then, 
to get back to June 10th, 1971, that meeting 
at the Inn-on-the-Park we heard about yesterday 
in the afternoon, Mr. Molasky's hotel room, I 
think you were present at that time? 

A. Yes, I was. 

Q. How long did the meeting take? 

A. Approximately half an hour. 


Q@. Who else was present? 
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A. All the individuals names 
yesterday. 

Q. And did Mr. Molasky say if the 
people from Kitchener moved into Toronto or London 
or Sarnia the way Toronto had moved into Kitchener, 
he would raid Ottawa, Hamilton, Brantford, St. 
Catharines~ and Vancouver? 

A. Not in those words, no. 

Q. What did he say? 

A. We had the franchise for 
Triangle and McFadden in Kitchener and rumours 


were out that they were possibly moving into 


our area. 

@. Who would move into your 
area? 

A. Kitchener would move into our 
area. I believe Mr. Molasky stated, the way 


he testified yesterday, that if they came into 
our area, we would have to protect our area and 
move into’ theirs. This is business. 

@. You had already moved into 
theirs in Kitchener, hadn't you? 

A. All we had was the Kitchener 
franchise. We solicited but didn't move in. 

Q. You were trying to move in? 

A. We didn't get a chance. 

@. And solicited the other 
franchise? 

As. | Yess 


Q. How did you think that Kitchener 
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would be able to move into you in Toronto, or 
move into your area in Toronto? Would it be by 
getting the distributors to switch to them? 

A. It is very possible. 

Q@. Do you think that any 
distributor would have given them the franchise 
in Metro Toronto? 

THE CHAIRMAN: Is this witness 
really serious’ in what he Said, it was very 
possible the Kitchener’ distributors would switch 
to them? Are you’ serious about that? 

THE WITNESS: Yes, I am. 

THE CHAIRMAN: Which distributors 
do you think that would be? 

THE WITNESS: If they moved into 
Our area, they would have magazines around the 
City which one of the people owns in Kitchener 
and they could have come into the area with 
all magazines. 

MR. CAMP: They could move in 
here with TV Guide? 

THE WITNESS: Yes, they have TV 
Guide. 

THE CHAIRMAN: What would Triangle 
have to say about that, if the owners of this 
area complained to TV Guide? 

THE WITNESS: I don't know. 

THE CHAIRMAN: You wouldn't hazard 
a guess? 


THE WITNESS: No, I wouldn't. 
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DR, JEANNERET: Are you suggesting, 
Mr. Romanez, that a wholesaler theoretically could 
decide arbitrarily to set up a branch operation 
100 miles away fromyour area without talking . 
to distributors or anybody else and get away 
with it? 

THE WITNESS:- No, he couldn't. 

MR. CAMP: The gross revenues 
of this corporation were what? 

THE WITNESS: I don't have any 
idea. 

MR. CAMP: i think it 2s a 
meaucer of record, isn’t 1¢? 

MR. HOLLAND: Of Kitchener? 

MR. CAMP: Yes. 

MR. HOLLAND: $1,320,000. 

MR. CAMP: $15320, 000. “less 

McFadden and less Triangle, would be something 
less.- They would take that one million-odd dollar 
business if they came into here and cleaned out 
$10,400,000 in business. Do you think that is 
quite possible? 

THE WITNESS: It is possible 
but unlikely. 

MR. CAMP: That is better. What 
was the apprehension, really, about Kitchener 
flexing its muscles in Metro News’ area? What could 
they come into Toronto with? 

THE WITNESS: The same thing 
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we were distributing in Kitchener, they could 
distribute in Toronto. 

MR. CAMP: You say that is not 
very possible? 

THE WITNESS: they could try. 

MR. HOLLAND: Q@. Was it not really 
a threat that, unless Kitchener was sold, they 
would raid Ottawa, Hamilton, Brantford, St.Catharines 
and Vancouver? 

A. Absolutely not. 

Qsn DidwiMr. Molasky ..at. that meeting, 
Say he wanted to buy Hamilton, Brantford, 
St.Catharines and Kitchener? 

A. Yes, he did. 

Q. And did Mr. Molasky also 
Say that he would pay the same price that the 


purchasers paid for Kitchener because they had 


lost two North American distributors which would 
not pay? 

A. He said the price could be 
negotiated. 

THE CHAIRMAN: Are you aware 
that is the same business that Mr. Molasky offered 
to pay whatever the price was, the Cosgrove group 
had offered, but he didn't know, plus $50,000 
a few weeks before? 

THE WITNESS: Yes, 2 know that. 

MR. HOLLAND: Q.¢ Butethat 
offer, obviously, had been withdrawn? 
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1 | Q. You have just said that the 
2 price was to be negotiated? 
3 A. Exactly, but whether -- this 
4 other was between Mr. Molasky and the negotiators, 
5 the $50,000 was between them. 
6 Q...1 want to =< 
7 MR. CAMP: vust to Clarity.” Mr. 
8 Witness, did you hear Mr. Molasky suggest or 
9 say the distriot of Kitchertrwas worth less? 
10 THE: WITNESS: Yes. 
11 Mans ANP Ss So the negotiations 
12 would be at’ a lower price? 
13 THE WITNESS: This) tT wouldn't iknow. 
14 MR. HOLLAND: Q. heat te: the 
15 inference you drew, wasn't it? 
16 Ay Dies. 2 t OWase 
17 Q@. Mr. Romanez, I want to change 
18 the subject again a little bit. As I understand 
19 it, Metro Toronto News Company, in effect, has 
20 a monopoly in the Toronto area in connection with 
21 the supply of periodicals and paperbacks? 
22 A. I don't agree with your word 
3 "monopoly". 
24 | Q. Is there anyone else in 
25 Metropolitan Toronto? 
%6 A. Yes, countless other people 
27 in the area. 
28 Q. Supplying the same material 
29 as you supply? 
30 A. In some instances, yes, quite 
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5 a number of instances. 

> THE CHAIRMAN: I think we should 

3 find out what the witness is talking about Here 

4 because this is important. Could he explain to 

5 us what these other publications are that are 

6 competitive?: Is somebody else supplying TV 

7 Guide? 

8 MR. HOLLAND: Q. Can you give 

9 us the names of your competitors in Metropolitan 
10 Toronto area? 

11 A. Do you want to break it down 
12 into paperbacks and magazines? 

13 Q@. Let us start --- 

14 MR. CAMP: Are there many whole- 
15 salers in Toronto who share with you the rights 

16 to publications of these North American distributors, 


Triangle, Ace News? 

THE WITNESS: Magazine-wise, no. 
Paperback-wise, yes. 

MR. HOLLAND: Q. So you have 
a -- Metropolitan News Company has a monopoly 
in the Toronto area for magazines? 

A. It is not a monopoly. 

Q@. For these distributors? 

A. It is still not a monopoly. 

Q. Would you explain? 

A. Subscription companies are 
coming into Toronto, copies are coming into 
Toronto. People are receiving subscriptions. 


We are competing against profit in the stores. 


oe 
0 ” _ os 
sae ow _ t- 
Pe gon qtia? sala 
a: bovine ari Baie da tole ngnk RE ‘eh 


aaa lel ; a 

7 5) 
Pie a 

: ba | ea iste ahi mi Sank a a8 eS j ' | 
7 ry SAO CIQOp aha ‘ibhewaa at | | 


PR ee (ee 


rary 


WATION TM 
A wk pepedssqnes ae¢ Fs sonaat “ods al | 


i 


Ts9te oshotel 


. . i? 62 2akw DOY'OU: «A 


Teor t Ry sar hia alosdieanq oant 


: 
aad 75 ae 61 | 
i 
| vt WAD ,aé 
ay riw stare adw ofthat? nl ‘eralae 
‘> treorsemA H2a¢ send 30 enottenifesd 62 


wih SGA, SlagceiaT 


> 
‘ft 4 oid Ww iT 
esy , oalwenasarsqsa 
-—., i { LOM a 
! 
| ' ' BG ewe dectinqortom <- » 
é 8 Oo] eo2n SrioTe? {2 nme 


4 =oay ,) 
=f 

on 

ry 

. ; 7 a 

teed A 


pony sinete? C245 satnoo 
viboet of46 alqost” .; sarki del 


Ptiued teriaga saltdeqmos ade oe 


© 


Nethercut & Csi Ltd. a 3 022.2 
Toronto, Ontario (Holland) 


Romanez, ex 


Q. But there are no other 
wholesalers supplying magazines in the Toronto 
area? 

A. These particular magazines, : 
no, wholesalers, no. 

Q. All right. Now, then, having 
established that, as I understand it, Metropolitan 
Toronto News Company supplies certain retailers, 
but certain other retailers obtain these magazines 

or-publications direct, is that correct? 

Ag Yeu: 

THE CHAIRMAN: I understand, too, 
the reason no other wholesaler exists in the 
Toronto market for all these distributors that 
they represent, is that because the distributors 
refuse to do this for any other wholesaler in 
the Metropolitan Toronto market? 


MR. HOLLAND: Q. Do you know? 


A. It is not feasible to have 
two wholesalers in one areawhen merchandise 
is returnable. You can't have two suppliers 
supplying the same store with the same merchandise. 

MR. CAMP: But they do that in 
Kitchener. 

THE WITNESS: We go in with a 
speciti¢e line. 

MR. HOLLAND: Q. The answer is, 
as I understand it, that the distributors will 
not supply any other wholesaler in the Toronto 


area? 
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t Ae, This, I wouldn't way, 
4 Economically they wouldn't, no. 
3 DR. JEANNERET: You are talking 
4 exclusively about periodicals for the moment, here. 
5 | THE WITNESS: Yes. 
6 MR. HOLLAND: @. Are there any 
7 book stores, if we can call them that, in Toronto 
8 to which you do not distribute these periodicals, but 
9 who get their periodicals direct from the 

10 distributors or the publishers? 

1i Sai A. Other than Woman's Day, 

12 Family Circle: and those. 

13 at Q. Let us switch for the moment 
14 ' to paperbacks. As I understand iv, you supply 

15 paperbacks to certain outlets, retail outlets? 

16 : A. Rieh te 

17 Q@. And not to other retail 

18 outlets? 

19 Aees hat adisii deh < 

“90 Q. Can you give us an example 

ve of a retail outlet that you do not supply with 
991° ' paperbacks? 

23 A. Yes. 

24 @. Would you give us that 

25 example? 

26 A. Coles. 

27 Q@. How do Coles get their 

28 paperbacks? 

29 A. I imagine from the publishers. 


30 @. Can you give us an example 
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of a retail outlet you do supply in THPONTE SHI 
mean? 
A. Eaton! sx 


Qsoodt Batontis wanted to switch 


and buy direct from the publisher, could they 
do so? 

A... .Yes, they could. 

Q@. How would they go about doing 
it? 


A. Cancel supplies from us 
and apply for delivery from the publisher. 

Q@. And could the publisher 
deliver- to them; from your knowledge of the 
business? 

A. If it was economical for 
them, they would, if the volume was there. 

DR. JEANNERET: Could you 

on 

generalize/that question and not just use 
Eaton's as an example, bookstores Peners 1] 1i7,, 
who are accounts of Metro,have they the privilege 


to switch? 
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MR, HOLLAND: Q. You heard the 
question? 

A. I heard the question, 
Provided it was economical for the publisher to 
come in, they wane do so, 

DR, JEANNERET: If the publishers 
were already here Servicing a good proportion of 
Shall we say, bookstores and at 4O per cent, let 
Us say -- contradict that if you wish -- and you 
were Supplying other accounts, old accounts if 
you like at 30 per cent, do these latter accounts 
have the privilege of switching or do you have 
an agreement with these publishers that makes 
this impossible? 

THE WITNESS: We have no agreement. 

DR, JEANNERET: Do you know of 
cases where efforts have been made to switch? 

THE WITNESS: Countless. 

DR, JEANNERET: All successful? 

THE WITNESS; Mostly successful. 
We fight it as hard as we can but we very seldom 
Succeed, 

DR. JEANNERET: You would be the 
biggest customer of these publishers? 

THE WITNESS: Yes. 

DR, JEANNERET: So, your fighting 
would have a good deal of fight to it? 

THE WITNESS: Not necessarily. 

MR. HOLLAND: @Q. How would you fight? 


Acs By attacking the national 
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distributor who is handling that publisher for 


going direct. It is to his interest as well as 
to ours not to do that. If we are not supplying 
the service to the customer and the customer ts | 
unhappy and we can't Supply him we can't blame | 
him for going direct but tf we are giving him 
Service and the advantage of carrying their stock 
in our warehouse, he has no reason to go direct 
unless we can't service him properly. 


THE CHAIRMAN: I suppose the way you 


could fight is to say to the national distributor 
of paperbacks or the publisher or whoever you are | 
dealing with, "If you make a switch we won't carry | 
your books"? 


THE WITNESS: We have never said that, 


j 
| 
1 


by no means. 

DR, JEANNERET: I put it to you, 
Mr. Romanez, if this is in order -- and we will 
have to adduce evidence on this point in due 
course, but I am now giving evidence myself -- that 
very strenuous efforts have been made by at least 
one and possibly others as well, one very major 
book account, namely, University of Toronto book- 
stores, did switch and this included visiting the 
publishers in New York and soliciting, to use 
your phrase, them to allow purchase directly from 
the publishers! representatives in Toronto and in 
all cases practically, this was turned down. 
I think there are a couple of exceptions where 


changes have been allowed and these requests, of 
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course, bear on the interests of the ultimate 

consumers who are students in this case because 
there is a difference between purchasing at 30 
per cent and 40 per cent lioeally. Do you have 


any knowledge of this? 


THE WITNESS: Not at all. 
MR. HOLLAND: Q. Now, if a book- 
store could purchase direct, would they get it at 


a better rate than they can get it from you? 


A. Absolutely. 

Q. They would? 

A, Yes, 

Q. What is your CCUG ott. Gan 


put it that way, for a distributor? 


A, It varies from publisher 


to publisher, 
THE CHAIRMAN: What is the average, 
what do you look for? What do you say you want? 
THE WITNESS: The average is 46 per 


cent. 


MR. HOLLAND: Q. So, you get the 
paperback at 46 per cent off, is that right? 

Ay That is right. 

Q. And then at what percentage 
off do you Supply it to the retailer? 

A. 30 per cent, 

Q. SO, you pick Up, on the 
average, 16 per cent for your service? 

A. Yes. 


Q. And then you charge a service 
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charge on top? 


A. Not for paperbacks. 

Q. Not for paperbacks? 

A. No, 

Q. Nothing for paperbacks? 

A. Nothing whatever, 

Q. Are they not delivered at the 


Same time as the periodicals? 
A. Not necessarily. 
Q. Are they sometimes delivered 


at the same time? 


A. If they are, they are part of 
the package. 


Q. And a service charge is made 
for the periodicals? 

A. The service charge is made 
for the package, it includes everything. 

Q. It includes the paperbacks? 

A. Yes. 

DR, JEANNERET: Would you discuss, 
Mr. Holland, the Question of protection? I under- 
stand, theysecure full protection from the 
Publishers on what they purchase in the way of 
paperbacks, 

MR. HOLLAND: Insofar as returns 
are concerned? 

DR, JEANNERET: Yes. 

THE WITNESS: Everything we handle is 


fully returnable, 


DR, JEANNERET: And everything you sell 
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you will accept back too, you take it back as 
part of your services? 
THE WITNESS: The day after delivery, 
DR, JEANNERET: When you return, you 
prefer, am I correct, to return as you do on 


periodicals tearing off the covers, 


THE WITNESS: From the retailer? 

DR, JEANNERET: No, when you 
return to the Publisher? 

THE WITNESS: [It depends on the 


publisher, 


DR.JEANNERET: At the publisher's 
option? 

THE WITNESS: Yes, 

DR.JEANNERET: In the case of 
paperbacks I would be Surprised if the publisher 
if he were located in Toronto would prefer to have 
his covers torn oft, 

THE WITNESS: Frequently they do. 

DR. JEANNERET: They do? 

THE WITNESS: Yes. 

THE CHAIRMAN: I wonder if we might 


recess for 15 minutes at this time? 
=-~- Recess, 


THE CHAIRMAN: Ladies and gentlemen, 
before we commence again with the examination of 
Mr. Romanez who is at bat, I wish to make it clear 
that there are several other witnesses from whom 


we wish to hear, that it is Obvious we are not going 
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to conclude these proceedings today so the 


Commission has allotted the whole of next week 


commencing on Monday morning at ten o'clock in 
the same place to carry on with these hearings | 
and we propose to go on until they are finished 
next week, I thought I might make this statement 
to you now so those who wish to make plans therefor 
can do so. 

MR, HOLLAND: Q. Just a few points, 
Mr. Romanez. You were talking at one time this 
morning about having to put on extra trucks. Now, 
does Metro Toronto News Company own its own trucks 
or does it rent its trucks? 

A. We lease all our trucks. 

Q. So that when you talk about 


putting on extra trucks, all you would have to do 


is lease more trucks? 

A. Exactly. 

THE CHAIRMAN: Do they lease the 
trucks and the drivers comewith the trucks or are 
the drivers employees or are they contractors? 

THE WITNESS: The drivers are 
employees of the Metro Toronto News Company. 

MR. HOLLAND: Q. So, if you wanted 
to be fair to put on another truck you would rent 
the truck and hire a driver? 

A. Exactly. 

Q. And that would be a fairly 
easy thing to do, I would think? 


A. I am glad you said that. 
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Q. I want to switch and ask you 

a few questions about the service. How much does 
. Toronto News Company provide to its retailers, 

Specifically in the Toronto area? The publications 
that you deliver, of Course, all have dates on them, 
I suppose? 

A, The majority of them, 

Q. Now, let me start off with 
TV Guide. Is Tv Guide delivered on the same day 
to all your Metropolitan Toronto retailers and 
I am Specifically directing your mind to Mac's 


Milk Company in this connection? 


A. It takes two days to effect 
delivery. 

Q. It takes two days? 

A. Yes, 

Q. Does Mac's Milk Company, in 


fact, get TV Guide before your other retailers 
in the Toronto area? 

A. No, they do not, 

Q. When does Mac's Milk Company 
get TV Guide, what day of the week? 

As The same day -- if we are 
deliver on Monday and the store over here gets 
a delivery, Mac's Milk gets it at the same time, 
depending on the routing of the truck. 

Q. So, that adjacent stores would 
get TV Guide on the Same day? 

A. Exactly. 


Q. No matter if one was Mac's 
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1 Milk Company and one waS Some other store? 

2 A, Exectly. 

3 Q. No question about it? 

4 A. No. 

5 Q. Now, does Metro Toronto News 
6 Company employ jobbers in ee and by that 

7 I mean someone who is employed to deliver to certain 
8 retailers? 

9 A, Yes, we do, 

10 Q. Is this on a contract basis? 
11 A. No, it isnt¢e) 

12 Q. What is the arrangement with 
13 the typical jobber? 

14 A. He is an employee of Metro 

15 Toronto News Company and he gets a percentage 

16 _ of sales instead of a salary. 

17 Q. He gets a percentage of sales 
18 instead of a Salary? 

19 As Right. 

20 Q. And then are certain 


retailers allotted to a certain jobber? 

A. Yes, there are, 

Q. And that is by Metro Toronto 
News Company, is it? 

A. Yes. 

Q. Metro Toronto News Company 
will say to jobber A, "You are going to supply 
retailers B, C, D, E and F? 

A. Not necessarily. He can dig 


up his own accounts, 
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Q. And he gets a percentage of 
Sales? 

Be, Exactly. 

DR. JEANNERET: They would 
6€ ographically Overlap other accounts, I would 
presume? 

THE WITNESS; Exactly. 

DR, JEANNERET: So, they might be 


delivered on different days across the Street from 


each other or even next door to each other? 

THE WITNESS; Exactly. 

MR. HOLLAND: Q. ASTI understand 
it, these jobbers would supply the Smaller retailers, 
the smoke Shops and that Sort of thing? 


A. Very ema 12. retailers, yes, 


Q. ' Metro Toronto News Company woul 
Supply the larger retailers and the jobbers would 
Supply the very small retailers? 

A. Exactly. 

Q. And do you have a cut-off 
point in sales go that if a retailer gets toa 
certain level of Sales that retailer will then 


be supplied direct by Metro rather than through 


a jobber? 
A. Not cut and dried, 
Q. What do you mean by that? 
A. Well, if it becomes physically 


impossible for a Jobber to service him the jobber 
will request us to Put him on Metro Service, If 


the volume builds up to a point where a Jobber no 


Nethercut & Co, Ltd. . - 3024 - Romanez, ex | 
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longer can handle him, the jobber works on a 


2 cash basis and the bigger he gets the harder it is 

3 for the jobber to handle. 

& Q. Can you give us any sort of | 
5 idea in dollar volume of the cut-off point: Tor ) 
6 most retailers? | 
7 A. As I said, it is not cut and | 
8 dried. 

9 Q. Can you give the Commission 

10 some idea of the dollar volume? 

11 A. $50 and under for a jobber. 

12 Q. And the balance would be 

13 Supplied direct by Metro Toronto News Company? 

14 A. Yes, 

15 DR, ANNERET: Mr. Holland, this is 

16 very interesting. I don't quite understand how 

17 you can afford to bring in a jobber between you 

18 and the retailer for the small business and find 

19 the extra profit that he must have. Just comment 

20 on this. Obviously you do. 

21 THE WITNESS: I would just like to 


add, if itwas not for the jobber service the 
smaller retailers would be uneconomic to service 


and the other wholesalers are not Servicing these 


small accounts. We are hoping in Metro Toronto 


to Supply magazines for all retailers, regardless 


- 2 ae OS 


of size. If the retailer wants one magazine or 
two magazines or three magazines it is uneconomical 
to service him, the rest of it isn't. 


DR,JEANNERET: I am not perfectly clea 
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why, 

THE ‘WITNESS: Well, he doesn't 
have our overhead. He is working strictly on the 
Seat of his pants. All he has is his truck, he goes | 


out and delivers, 


DR, JEANNERET: He is your employee? 


THE WITNESS: He is our commission 


employee, 


DR. JEANNERET: But he is providing 
his own facilities? 

THE WITNESS: Exactly. To clarify 
this, if we have five jobbers with 500 accounts, 
as far as we are concerned we have five large 


accounts instead of 500 individual accounts, 
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MR. HOLLAND: Q. How often would 
Metro Toronto News Company service the average 


retailer where you are servicing direct? 


A. Two or three times a week. 


THE CHAIRMAN: La whis in 


Metropolitan Toronto? How about the outlying 


places you are now serving? 

THE WITNESS: Exactly the same. 

THE CHAIRMAN: Two or three 
times a week? 

THE WITNESS: Yes. 

MR. HOLLAND: Q.How about the small 
retailers through a gobber, would that be once 


or twice a week, or more or less? 
A. Once or twice and possibly 
three times a month, depending on the jobber. 
Q. If it is only once a week, 
I suppose some’ of these magazines with dates 
on them would get pretty stale? 


A. No. Dated magazines they 


would get the same time as anybody else. 


Q. That would require practically 
a daily delivery, wouldn't it? 

A. Not necessarily. If we are 
eatine of weekly magazines, monthly magazines, 
a day on either side would not make any difference. 

Q. Yes. Now, specifically, do 
you know Mr. Bodken who operates a smoke shop 


at 48 King Street West? 


A... No. 


ee = 


ares ete « 
z fresatt gaterrane | 
A stews nape aeartt 20 eet 
«2 qthp at” Ratan ay 
Saigivvr Gil cuods. won _ Seance? hadt Legenda 
cantvese wart ets ‘oy espate: 


- ie 


sc @ia “hosesd :Ceauritw ae ease 

seats i PAAMETAMG GAT 

| tiger a omnis 

eet. i ZE0nKTiW AY 

; Yow woh.? MALO mb) 

at van’ Divew pda a “aroiny atsileivst 
gee) to a10m 1 , 89a" & aoltwi, 26 

has von antet so wok’ .A 


nn) ett se andieredeb .déaom # hanks efia2 


é ‘ ee 


‘ , vino ef 32:96 - 
: sty asntasne sews 16° anos -Seoq ive I 
[ei 8u ¥vJI9s7q 7 52 hiikvo-w mead Mo 


igntsenan hbeted .oh 7A 
Za 
8 “. o&é Omid omnes On? 7A bLUON 
é ar j . ) Ly fmriT P 
: 
j ae‘ » * sceoriiol Virtmo 8 
14492970 
ine .secttengen Ylieew 10 antigied 
ets : an tifeow @bla suedisis no 7eo 2 
“2 J 


> 9) &seA bo") 


OO 


ak Etat > 


Nethercut & Co, Lid. By Romanez, ex 
Toronto, Ontario (Holland) 

1 Q. Our information -- and we 
2 have to call evidence-on this, Mr. Chairman -- 
3 would indicate that the Financial Post, for 
4 example, is available to newsstands on Thursday 
i) of each week but Mr. Bodken can only get his 
6 delivery on the following Wednesday. By that 
7 time the Financial Post is six day's old. 
8 A. That is’ an individual case 
9 which I- would have to study. 
10 @. To switch from that a little 
11 bit, these’ retailers who are Supplied by jobbers, 
12 do they have any choice over the paperbacks 
13 that they purchase, or are they just given an 
14 allotment? 
15 A. The same choice of any 
16 Metro Toronto News Company dealer. 
a. Q. Which is? 
18 A. They place their orders with 
19 us and there is a standard Gelivery. 
20 THE CHAIRMAN: What is a standard 
21 delivery? 
22 THE WITNESS: Automatic releases. 
23 THE CHAIRMAN: In other words, 
4 you make the selections and just put them on the 
25 shelves? 
6 THE WITNESS: We don't put them 
7 on the shelves, the dealer puts them on the shelves. 
28 MR. HOLLAND: Q@. I have a form of 
29 account dated July lst, 1971, Metro Toronto 


News Company. Do you recognize that form of account? 
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Ae otesie Ie don 

Q. At the bottom right-hand corner 
would you read that, please? 

A. "Novel assortment". It lists 
price and contents of- the paperbacks. 

Q@. That is a prepackage of novels? 

A. Exactly. 

Q. And the total cost is $44.90? 
It is printed’ as that? 

A. “That is right. 

Q. So the retailer would have 
no choice at all? 

A. The retailer has a choice 
of refusing that delivery or Submitting a separate 
order for each item. He has a choice of 
accepting it either way. He can submit an order 
weekly for his books. 

MR. HOLLAND: Could this be the 
next Exhibit? 


THE CHAIRMAN: ES vasb ARG e AN One. 2, 


~-—EXHIBIT NO. 12: Account of Metro Toronto 
News Company dated July 
1S AOL 


MR. HOLLAND: Q. DT just notice 
on Exhibit 12, again down at the bottom right-hand 
corner there is a space for a service charge and 
also transportation charge. 

A. It is either/or. 


Q. 2 see. Will. you. explain that? 
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It is a galley account. 


It would be transportation charge or a country 


PECOURD Lf Iteis encaty, account, itis & 


service charge. 


Q. 


paperbacks, is any consideration given to 
Canadian paperbacks, paperbacks published by 


Canadian publishers? 


Awe 


Q. 


backs that you are going to put in this prepacked 


package? 
A. 
Canadian paperbacks. 
Q. 
A. 
Q. 
A. 
market publishers. 
DE. 
Harlequin? 
THE 
DR. 


McLellands Canadian 


You name some for me. 


Now, in prepacking these 


Would you qualify that, please? 


How do you choose the paper- 


There are not a lot of 


You mean there are none? 


You are the expert. 


There are no Canadian mass 


JEANNERET: You exclude 


WITNESS: Harlequin --- 


JEANNERET: How about the 


best-seller library? 


THE WITNESS: It was concluded 
about three years ago. This was as a result 
of -- they would not accept the mass market-type 


of operation. 


DR. JEANNERET: Explain that, 
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THE WITNESS: Well, due to the 
smali Canadian turnover, they could not -- if 
you are publishing in Canada 1000 copies of a 
book, you can't sell 10,000 or 15,000 and make 
any money. if youspublish 100,000 or 150,000, 
then you can use mass market methods. 

MR. CAMP: Did they soOltCL you , 
so to speak? 

THE WITNESS: Yes. 

MR. CAMP: Youwee not satisfied 
with their terms? 

THE WITNESS: We were satisfied 
with the terms, yes. 

THE CHAIRMAN: This was when 
you were’ in Montreal? 

THE WITNESS: We were very sad 
when McClelland and Stewart went out of mass 
market printing. 

THE CHAIRMAN: Are’ you saying,.to 
your knowledge, there are not paperbacks being 
published or printed in Canada? 

THE WITNESS: Other than alssmall., 
very minor ‘company. 

THE CHAIRMAN: Whieh si that? 

THE WITNESS: Bodero Editions 
in Montreal. They are being sold through 
newsstands on a mass market-type of distribution. 

THE CHAIRMAN: They are being 
offered to distributors? 


THE WITNESS: That is right. 
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THE CHAIRMAN: Have you had 
any paperbacks, Canadian paperbacks, offered to 
you in your capacity as general manager of 
Metro Toronto News, since you have been here? 

THE WITNESS: Yes. 

THE CHAIRMAN: What have they been? 

THE WITNESS: Within the past 
three’ months? 

THE CHAIRMAN: Yes. 

THE WITNESS: Gem Joke Books, 


which are- Canadian. We had one called "How To" 


on racetracks, which I accepted. 
THE CHAIRMAN: Do you know who 


the publisher of that was? | 


THE WITNESS: vl ‘amvratvaid -—=- 1 
believe the publisher is ‘in this room, but I 
don't want to give the publisher's name. 

THE CHAIRMAN: Any others? 

THE WITNESS: None that were 


offered to me, none of them solicited me. 


DR. JEANNERET: meth tik fyou 
possibly know the answer to this but it would be 
héeipful for the record miiyou would sbrivethy 
explainwhnat’ constitutes a mass market paperback, 
presumably size and quantities and so on, but 
as far as price, discount, would you just comment 
on’the distinction between it and what is 
commonly called the quality paperback? 


THE WITNESS: Something that is 


geared to the general public, the general, 
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1 everyday man in the street will buy? 
2 DR. JEANNERET: Because of price 
3 or content? 
4 THE WITNESS: Because of content. 
5 DR. JEANNERET: If it turns 
6 entirely on that, I am surprised at some of 
7 the books that find their way into the mass market 
8 lists, using an example, if I may, of McLuhan's the 
2 Gutenberg Galaxy. You don't tise books 
10 on the ground of content in the mass market? 
11 "+ HE WITNESS: Absolutely not. 
12 bie toy MR HOLLANDED Cug. c. Now, then. 
13 going on to magazines, Canadian magazines, looking 
14 at the last Exhibit, if I may, this Bxhibit appears 
15 to list certain magazines. Are there any 
16 Canadian magazines on that list? 
17 " - A, Yes there are. 
18 | Q. Would you point them out? 
19 A. You have Midnight, Hush, 
20 Justice Weekly. 
21 MR. CAMP: I thought we established * 
22 Hush as not a magazine. 
23 | THE WITNESS: It is a tabloid, 
24 a Canadian publication. 
25 THE CHAIRMAN: You had Midnight 
26 and Hush, and what else? 
27 MR. HOLLAND: Justice Weekly. 
28 THE WITNESS: Lads 
29 MR. CAMP: Ithought that was a 
30 soft drink. (Laughter) 
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: THE WITNESS: Harlequin books, 
2 Canadian publication. You notice this list is 
3 Separate from this list. I haven't come 
4 to it yet, ‘Financial Post, Northern Miner. 
5 ) fa- ge NR HOW e Ger. Therein oo x 
6 opposite each of these names so that the retailer 
7 can put in the quantity? 
8 ‘py ogg As No.0) This) distripution is made 
9 up and delivered with the quantaty one ait. . lt"is 
10 a predetermined quantity. 
il Q. It is a predetermined quantity. 
12 Isthere any box for’ McLean's or Saturday Night? 
13| A. Absolutely, depending on the 
14 delivery. 
15 Q. On here? 
16 A. That is only one delivery. 
17 We do two of those a week. 
18 | Q. You mean that the other form 
19 would be different, have different magazines? 
20 “A. Absolutely. Every form has 
21| different magazines. It will take 8 forms per 
22 month md each one has different magazines. That 
23 is only one delivery. We distribute 1000 magazines 
24 a@ month. 
25 @. And do you have a form 

26 with those two magazines listed? 

3 27, A. Countless forms with those 
28 magazines listed, yes. 

; 29 Q. I see. 
30 THE CHAIRMAN: Mr... Holland, in 
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connection with the jobbersand their own 
direct employees who are on salary, can we deal 
with jobbers for a moment and can you explore 
with the witness what service it is the jobber 
performs’ in-store for the retailer, if anything? 
THE WITNESS: Yes. I can 
clarify that. Instead of going through a 
regular process’ where the dealer has to wait 


for his credit’to appear on the statement, he 


- immediately pays the dealer and settled the 


account fight in the store. 

THE CHAIRMAN: is, thaw ali he does? 

THE WITNESS: Yes, and also 
he is working for himself and it is to his 
advantage’ to give his dealer the best possible 
service. 

THE CHAIRMAN: Does he do anything 
for the retailer in terms of putting the magazines 
on the racks in the particular locations? 

THE WITNESS: That is his 
prerogative. I doubt very much that he has the 
time. 

THE CHAIRMAN: He doesn't have 
time? 

THE WITNESS: No. 

THE CHAIRMAN: You don't know if 
the jobbers put the most attractive or most 
saleable -- do you. know or don't you? 

THE WITNESS: I know that they 


dont. 
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1 THE CHAIRMAN: They just take the 
2 material in and walk out? 

3 THE WITNESS: Yes. 

4 THE CHAIRMAN: That is the jobber. 
5 What about your own direct employees who are 

6 servicing your other accounts, other than the 

7 jobbers, what do-they do in these retail stores? 

8 Are not some of these stores,or any of them, 

9 partial as to where a particular periodical should 
10 go? 

11 THE. WITNESS: Chain store only, 
12 such as Loblaws, family reading centres. 

13 THE CHAIRMAN: The only place 

14 where Metro News puts the magazines on the racks 
15 is the family reading centres? 

16 THE WITNESS: Yes. The rack is 

17 labelled, according to the magazines. 

18 THE CHAIRMAN: Who prepares the 
19 authorized list? 

20 THE WITNESS: The chain store 

21 buyers. 

22 THE CHAIRMAN: Who makes the 

23 selection as to what magazine should be tabbed 

24 for a particular position in the rack? 

5 THE WITNESS: Marketability, 

26 profitability. 

27 THE CHAIRMAN: . Who makes that 

28 decision? 

29 THE WITNESS: The. ‘store. 

30 THE CHAIRMAN: Does Metro News 
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make an assessment of the profitability of each 
magazine and pass it on td Loblaw's? 

THE WITNESS: We do something 
about the profits for*thas particular’ store. 

We have to produce the profits for that particular 
store. 

THE CHAIRMAN: According to your 
own computation, which of the magazines is most 
profitabie,’ that is, according tervyour® authorized 
list as’ you call it, how do you translate that 
authorized list which you have in your hand 
that you’ have prepared, how do you take that 
list and have it translated into a position on 


the rack? Do you understand what I am saying? 
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1 THE WITNESS; Yes, I do. 
2 THE CHAIRMAN: Tell me how you do 
3 that. | 
A THE WITNE3S: It is many years of | 
5 merchandising experience. To explain that a | 
6 little bit better, you have groupings on the rack, 
7 you have ladies! magazines together, movie magazines 
8 and men's magazines. The rack is set up not in 
9 any particular shape or fashion because one magazine 
10 is more important than another. We set it up 
11 for merchandising purposes. 
12 THE CHAIRMAN: Who set it up? 
13 THE WITNESS: Metro Toronto News 
14 Company originally. 
15 THE CHAIRMAN: Now, who amends the | 
16 Set-up? If you think something has to be changed, 
17 who changes it? | 
18 THE WITNESS: Provided it is not | 
19 producing profits, yes. | 
20 THE CHAIRMAN: So, in these retail | 
21 outlets you, in fact, through your knowledge and 
22 skill and your analysis of the market and so forth, 
23 indicate and, in effect, control, which magazines | 
24 go where on the racks based on -- 
25 THE WITNESS: No. 
26 THE CHAIRMAN: You don't? 
27 THE WITNESS: We label the magazine 
28 rack and suggest a spot for a magazine but we 
; oe do not put the magazines up. The retaile: still 
| 30 has the final say on where he is going to put that 
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magazine. We suggest a spot on the rack. 
THE CHAIRMAN: Sort of like a 
Suggested retail price? 

THE WITNESS: Yes. 

THE CHAIRMAN: So, what happens if 
Iam a retailer and I go around and change the 
labels or something because I don't like. them. 
What do you do about it? 

THE WITNESS: Absolutely siébitines 

DR. JEANNERET: Profitability then is 
the criterion? 

THE WITNESS: Exactly. 

DR, JEANNERET: Not only as to 
location but as to what you are to provide for a 
given outlet in a particular package unless they 
specify something else. Generally speaking, 
profitability is your criterion? 

THE WITNESS; Exactly. 

DR, JEANNERET: How does this make 
room for Canadian materials? They might be crowded 
out by reason of profitability or does policy 
come back in here? 

THE WITNESS; I think you would 
probably have to call on Mr. Sedgwick to see if 
I can produce a letter from a Canadian magazine 
that we are just going to handle and how we are 
going about getting approval for it. 

THE CHAIRMAN: I will help you with 
that. Will you produce the letter, please, unless 


there is some question of privilege? 
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1 MR. SEDGWICK: If we have it, we 
2 will certainly produce it. 
3 DR. JEANNERET: Our questions are not 
4 Suggesting anything except that we want to | 
5 get information. 
6 THE WITNESS: Exactly. Shall I 
7 read this? 
8 MR, SEDGWICK: Read it. 
9 THE WITNESS: A new Canadian 
10 magazine is coming on the market called Fuddle | 
11 Duddle which is a Canadian version of Mad Migazine. | 
12 It is a satire on politics and so on. We are 
13 going to handle the national distribution 
14 of this magazine. This letter over here is 
15 going to all wholesalers. I will just read you 
16 one brief little column in here: 
7 | 
te : Most of your average clien:s voink 
f6 of accounts and I know how difficult | 
0 it is for a magazine to get 
4 distribution. Please send a copy i 
‘. to the: various: buyers and try to 
a3 obtain thetr authorization. I am 
a positive that once they see the 
= magaZine they will realize the 
y Sales potential and be just as | 
‘ enthusiastic as we are." 
. Be MR. CAMP: Is that ycur comment? 
a THE WITNESS: That is my comment 
$0 to all local distributors. 
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THE CHAIRMAN: Who is this published 


by? 
THE WITNESS: Fuddle Duddle is 
published in Ottawa, it is a new publication. 
THE CHAIRMAN: I might comment. 


The word Fuddle Duddle has a rather historic 


Significance. I think it is only appropriate to put 


it on record that I had lunch with the Prime Minister| 


the day that he said this word and he got so 


agitated over lunch that he was late and he rushed 


out from lunch and went into the House and 
immediately said"fuddle duddle". 

DR. JEANNERET: He founded the 
magazine. 

MR. CAMP: I don't know, there is 
a magazine there called Peeping Tom. Is that a 
magazine? 

THE WITNESS; It is a tabloid, 

THE CHAIRMAN: What is a tabloid, 
your defini tion? 


THE WITNESS: A tabloid is a 


newspaper about half the size of a daiy newspaper, 


sort of a half size newspaper -- Hush, Tab 
and so forth. 
MR, CAMP: Who publishes that? 
THE WITNESS: I couldn't tell you, 
Peeping Tom. 
MR, CAMP: Is it Canadian? 
THE WITNESS: It is not Canadian. 


MR. CAMP; Can you find out? 
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THE WITNESS: Yes, 

THE CHAIRMAN: Find out the 
distributor and oon whom he gets it. 

MR, HOLLAND: Q. Mr. Romanez, 
Mr.Molasky .as asked a number of questions 
yesterday that he could not answer and said that 
you probably could answer, I tried to make a 
note of some of those questions. One of them 
was: What was purchased, if anything, from 
Capital Distributors by Metro Toronto News Company? 
Did you obtain that information? 

A. Yes, we purchase mass 
market paeer nee from them. We do not purchase 
paperbacks. 

Q. And do you have a list of 
those magazines? 

A. I believe Mr. Sedgwick has 
AULT, 

MR. SEDGWICK: We will produce it. 

DR, JEANNERET: While you are 
looking, could I ask is a rack jobber che same 
thing as the jobber you are speaking of, that 
is what you mean by a rack jobber? 

THE WITNESS: Yes. 

MR, HOLLAND: Q. Perhaps we can go 
on to something else while that list is being 
obtained. 

I think you were also asked to get 
for the Contest on the per cent of Canadian 


publications broken down between magazines and 
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Be eee (Holland) 
paperbacks as opposed to other than Canadian | 
publications distributed by Metro Toronto News 
Company? 

A, Approximately 5 per cent. 

Q. Can you break that down 
between magazines and paperbacks? 

A. 5 per Bene wees nes and about 
O.1 per cent paperbacks. : 

MR, CAMP: What was the question, 
Mr. Holland? | 

MR. HOLLAND: The percentage of 
Canadian publications as opposed to ee ee 


publications broken down between magazines and | 


paperbacks and the answer was 5 per cent Canadian 


magazines, O.1 per cent paperbacks. 
DR, JEANNERET: 5 per cent is a 
dollar per cent, more or less? 


THE WITNESS: I can't figure 


dollar percentage. 
MR. HOLLAND: Q. Could you obtain that 


figure for magazines? 


Ae It could be obtained. 

Q. Will you try and obtain that, 
please? | 

A. Vee, 


Q. And then there was another 
question and that was, as I understand it: 
Colonial Distributors Limited is in itself a 
national distributor and is associated with Metro 


Toronto News Company Limited? 
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A. Yes 

Q. Can you tell us what Canadian 
publications, if any, are distributed by or through 
Colonial Distributors Limited? 

A. Mainly Canadian magazines. 

I have a list here. May I qualify that as 
Canadian publications? 
---EXHIBIT NO. 13: List of Canadian publications 
distributed by Colonial 
Distributors Limited. 

MR. CAMP: Is there a new edition 
called Boderg Publication? 

THE WITNESS: Yes the same as 
Sales Publishers, Bodero? 

MR, CAMP: Are these what they call 
mass paperbacks? 

THE WITNESS: They are aiming at 
that. 

MR. CAMP: Any titles? 

THE WITNESS: Canadian titles. 

MR. HOLLAND: Mr. Chairman, subject 
to the production of the further information on 
that further list those are all the questions I 
have of this witness. 

THE CHAIRMAN: I wanted to ask, 

Mr. Romanez, we have this list, I don't know that 
it is marked, of publications. Have you seen this 
document? 

THE WITNESS: Yes, I have that list 
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THE CHAIRMAN: TI think that is 
something Mr. Molasky has given us and I think we 
should mark this Exhibit 14. You have that 
document in front of you? 


i THE WITNESS: Yes, 1 have. 


---EXHIBIT NO. 14: List relating to names of 


distributors from whom publications 


are acquired. 
THE CHAIRMAN; The first page 


says, Ace News Company Limited. I take it these 
listings on these sheets relate to the names of the 
distributors from whom these publications are 


acquired. 


THE WITNESS: That is right. 

THE CHATRMAN: Looking at the first 
one which is the Ace News Company Inc., "Publication 
with display allowance available". Those words 
appear at the top of each page. What is a 
"display allowance"? 

THECWHEPTNESS* Gimisee contrac. 
entered into between the publisher and the retailer 
for retail display allowance, which we got in 
Montreal. 

THE CHAIRMAN: “Can you explain what 
type of allowance it is you are talking about? 

THE WITNESS: There are many 
magazines on the eee which you get an additional 
LO ‘per “cent of fs 

THE CHAIRMAN: That is an amount that 


is credited to the retailer, given to him by the 


| 


publisher? Do you get involved in this process at np 
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THE WITNESS: None whatsoever. 


THE CHAIRMAN: How is the accounting 


made between the publisher and the retailer? 
THE WITNESS: The retailer keeps 


his own records, 


THE CHAIRMAN: Is there some form that 


is used between the retailer and the publisher 
where the retailer can make application for his 
discount? How does he prove it? 

THE WITNESS: He signs a contract 
with the publisher and that is Something the 
publisher does, we don't enter into it. 

THE CHAIRMAN: You don't enter 
intoritvat all? 


THE WITNESS: No. 


DR, JEANNERET: This display allowance 


is offered uniformly to all customers? 

THE WITNESS; Exactly. 

MR, CAMP; Mr. Romanez, you are 
wholesaling certain of your publications to Mac's 
Milk, is that right? 

THE WITNESS: Yes. 

MR. CAMP: Do you include TV Gu: de? 

THE WITNESS: Yes. 

MR. CAMP: One of your best selling 
publications, I use the phrase because it Ls. in 
Mr. Molasky's submission. 

THE WITNESS: TV Guide. 

MR. CAMPS” Only? 


THE WITNESS: Yes. 
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MR, CAMP; What day does TV Guide 
hit the streets of Toronto? 

THE WITNESS: It is usually Tuesday 
and Wednesday. 

MR, CAMP; Tuesday and Wednesday? 

THE WITNESS: Yes, 

MR, CAMP: How many outlets are 
there in Toronto, roughly? 

THE WITNESS: I have no idea. 

MR, CAMP: Distributors are 
Scattered throughout the Metropolitan area? 

THE WITNESS: Yes. 

MR, CAMP: Do you make them all on 
Tuesday? 

THE WITNESS; Or Wednesday. 

MR, CAMP: So, they get it either 
Tuesday or Wednesday? 

THE WITNESS: Yes. 

MR, CAMP: If there were an example 
of a bookstore next door to Mac's Milk who saw 
it in Mac's Milk on Tuesday and he didn't get 
it until Wednesday and he was paying $1.75 which 
was the maximum service charge. what would be your 
explanation for that? 

THE WITNESS: It is a matter of 
delivery. 

MR. CAMP: Well, would it be a 
Surprise if it was the same truck that came up 
Wednesday that was there on Tuesday? 


THE WITNESS: It would be a surprise 
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to me if it was. 


MR. CAMP: Mac's Milk situation is 


Somewhat competitive, isn't it, at the moment? 


THE WITNESS: Yes, it is. 


MR, CAMP: Somebody else is also 


acting as the wholesaler? 


THE WITNESS: Yes. 

MR, CAMP: Who is that? 

THE WITNESS: Five Point Sales, 

MR. CAMP: That is a Canadian firm? 
THE WITNESS: I don't know. 


MR. CAMP: How long have you been 


putting TV Guide in Mac's Milk? 


TH: WLTNESS: “Long before I-started, 
MR. CAMP: Long before you started? 
THE WITNESS: Yes. 


MR, CAMP: How long? 
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THE WITNESS: I have no idea. 

MR. CAMP: Does High Point’ handle 
TV Guide? 

THE WLINESS: .Not that I know. 

DR. JEANNERET: You wouldn't expect 
most Mac's Milk branches, outlets, to get it 
late, as related to the average person? You would 
expect’ it to be mixed? 

THE WITNESS: Phat is right 

MR. CAMP: It seems to me we 
were given arithmetic yesterday by Mr. Molasky -- 
do High Point handle Curtis for Mac's Milk? 

THE WITNESS: Yes. 

MR. CAMP: They handle almost 
all the other’ distributors? 

THE WITNESS: Nowe they don't: 
They do have Curtis. 

MR. CAMP: And@™so do you, but 
not: Tor Macs. Mijn? 

THE WIGTNESS: hae is rien . 

DR. JEANNERET: Could I ask 
what your policy, as a wholesaler is, Mr. Romanez, 
with respect to orders that you receive for 
specific titles in mass market paperbacks, the 
series that you handle? Do you fill these orders? 

THE WITNESS: Yes. We have a 
list of over 2 million books. We are pat to 
fill every order we get. 

DR. JEANNERET: What if they are 


not in stock? 
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1 ' THE WITNESS: We order them. 

Z DR. JEANNERET: Do you communicate 
3 with your retailer that his order is in and 

4 advise him of the situation? 

5 THE WITNESS: Yes, we do. 

6 | DR. JEANNERET: If it is a book 
7 that hasinot- yet been published and is going to 
8 be published, say it is seen in Publishers' Weekly, 
9 or something, would you agree that the College 
10 store situation is a very important area in this 
i1 spel a of the fact that they have to 

12 ' get specific books and a very large number of 

13 titles, in reasonably substantial quantities, 

14 “not- always, and they need service? 

15 ‘ SRE WETNESS 3 Yes. 

16 ; MR. CAMP: Do you get very many 
17 complaints about the retailers' inability’ 

18 to get sufficient magazine copies? 

19 THE WITNESS: Yesso WO).0O.o cit 1s 
20 reasonably common and it is reasonably common 

a1 for us to compdain about publishers not giving 
27 us enough. In the same respect as it is 

23 reasonably common for us to complain to our 


publishers and national distributors that we 
are not getting enough magazines. 

MR. CAMP: So 2 twdisi 2) fainily 
common occurrence, I gather, that there would 
be extra copies on one newsstand, whereas, another 
retailer would be out? 


THE WITNESS: We are constantly 
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running into this problem, yes. 


MR. CAMP: Do. you very. of ven 


have to decline an order from a retailer for 
a particular publication? 

THE WITNESS: Never, to my 
knowledge. 

MR. CAMP: What about Billboard, 
do you distribute that? 

THE WITNESS: We don't handle 
that at all. 

MR. CAMP: Do you know who does? 


THE WITNESS: One of the national 


distributors. If ‘I had a request, I would handle 
ator 
MR. CAMP:: If you had a request, 
you would get it? 
THE WITNESS: Yes. 
MR. CAMP: But you have none? 
THE WITNESS: None whatsoever. 
DR. JEANNERET: Am i comrect 
in my understanding, Mr. Romanez, from the standpoint 
of publishers of periodical sales through the 
wholesaler to the retailer have a higher advertising 
value per copy than sales by subscription, or 
is this a consideration? 
THE WITNESS: I wouldn't know. 
DR. JEANNERET: I am just asking 
for information. 
THE WITNESS: I would probably 


think it does. 
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DR. JEANNERET: On the grounds 
that the person who buys it wants it and is 
£Oing VO read. it. 

THE WITNESS: I would think so. 

MR. CAMP: In view of what 
you have been telling the Commission about your 
operation, it is hard to understand the complaints 
one hears from retailers that they can't get 
enough copies of a particular magazine and yet 
they are overstocked-with others. In other words, 
you don't put into any retail outlet any more 
copies’ than you have orders for? 

THE WITNESS: That is not correct. 

MR. CAMP: ~“Would you explain, then, 
how it’ works that-a retailer will have more stock 
than he wants and not enough of what he wants? 

THE WITNESS: It. is a constant 
revision of distribution. Magazines are returnable 
and impulse sales, some weeks they sell and some 
weeks they don't. Certain issues will be sold 
out and other ones will have excessive returns 
and it fluctuates up and down. There is no way 
you can control “Lv. The allotments differ 
week to week and month to month according to their 
past history, so you get a constant flow up and 
down. You usually go by past history and past 
history isn't always true, depending on what is 
in the magazine. 

MR. CAMP: Do I understand the 


essence of this is that MetroNews arbitrarily 
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decides on the quantity for a number of retailers? 

THE WITNESS: Not arbitrarily, 
through past history. 

MR. CAMP Through the past history 
of Metro News? 

THE WITNESS: Through the past 
history of that particular publication, and 
that particular retailer. 

MR. SEDGWICK: I think he means 
thatpublication with that retailer. 

THE WITNESS: With that retailer, 
yes. 

MR. CAMP: But Metro News makes 
the decision as to’ the volume that is put on 
the racks, so to speak, the number of copies? 

THE WITNESS: Again, not 
necessarijiyay’ Hesputs: in a firm, order. 

MR. CAMP: That is wiehts 

THE WITNESS: The dealer sets 
his own allotment and he is quite free to do sce 

MR. CAMP: Where he doesn't, 
you make the decision for him. 

THE WITNESS: Then we go by 
past history what he previously sold of that 
particular magazine. We regulate the returns 
up or down so we have a lower percentage of 
returns. 

MR. CAMP: Buc. vhere are 
instances where you decide as to how many go 


to the retailer of the premises and where they 
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are displayed and how they are displayed and so 
on? 

THE WITNESS: Constantly. 

MR. CAMP: Your employees 
rack the’ shelves, they put the magazines up? 

THE’ WITNESS: No, they don't. 

MR. CAMP: Never? 

THE WITNESS: No. 

MR. CAMP: They are just left on 
his doorstep and that is it? 

THE WITNESS: That is 1t 
exactly, periodicals. 

DR. JEANNERET: Would you comment 
on one thing, Mr. Romenez: It is quite 
understandable why the returns of periodicals 
can be looked after with torn covers, because 
it is cheaper and faster and magazines are dead 
anyway, but then this policy spills over onto 
paperbacks and I suppose this does lead to 
some recriminations on the part of publishers, 
doesn't it, that is, a preferred, simple and easy 
method of accounting for returns, but would you 
Say they are not resaleable anyway? 

THE WITNESS: Well, if we 
retained every paperback we received, we would have 
5 million in our warehouse. 

DR. JEANNERET: You would return 
these paperbacks to the publisher? 

THE WITNESS: They would take 


full-copy returns. 
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~--DR. JBANNERET: You mean the 
publisher of the paperback would prefer to have 
the books killed? 

THE WITNESS: Exactly. 

DR. JEANNERET: I put it to you, 
then -- this is not unanimous, but that is what 
you understand? 

THE WITNESS: That is my 
understanding. ‘Exactly. 

MR. SEDGWICK: I want to ask 
some questions. 

THE CHAIRMAN: I am not quite 
finished. 

MR. CAMP: I want to go to lunch. 

THE CHAIRMAN: Not quite yet. 

MR. SEDGWICK: I am in no hurry. 
Take another day. (Laughter) 

THE CHAIRMAN: In connection, 
Mr. Romanez, with the Canadian publishers of 
magazines, do you deal directly with them, or 
do you deal through a distributor, take McLean's 
for example, do you deal directly with McLean's? 

THE WITNESS: ec. 

THE CHAIRMAN: Do you deal 
directly withmst of the magazine publishers in 
Canada? 

THE WITNESS: Directly, the 
majority. 

THE CHAIRMAN: You don't have 


a middle man in between? 
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THE WITNESS: Very seldom. 
THE CHAIRMAN: Do you have an 
average figure or percentage that you lobk for 


between, in your dealings with them? You gave 


me 46 per cent on paperbacks. What is your 


markup, or whatever you want to call it? 
THE WITNESS: The same for 


Canadians as Americans. On periodicals or 


‘Magazines’ it varies from 36 to 40. 


THE CHAIRMAN: 36 to 40. Does 

it ever exceed that? 
-- THE WITNESS:- At times, yes. 

THE CHAIRMAN: At times. 
Have you, imyur experience with Metro at any 
time required an increase of a percentage of 
any Canadian magazine publisher? 

THE WITNESS: The same as I would 
an American publisher. 

THE CHAIRMAN: Have you, in your 
time with Metro News ever asked for an increase 
in a percentage from a Canadian periodical or 


magazine publisher? 


THE WITNESS + Not to my knowledge. 


THE CHAIRMAN: Not to your 
knowledge. You have not been involved with that? 

THE WITNESS: That Js right. 

THE CHAIRMAN: Now I cones 
any further questions. 

DR. JEANNERET: Do you serve 


libraries and do you sefve schools, and if so, 
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x how? 
2 | - THE WITNESS: Through our school 
3 book department: operation. 
4 DR. JEANNERET: You service 
5 both libraries and schools? 
6 THE WITNESS: Yes. How or who 
7 or what or where, we do. 
8 DR. JEANNERET: It is a significant 
9 business? 
10 THE WITNESS: Lt, pis. not 
11 significant, but it’ 1s-a necessary part of our 
12 business. 
13 MR. HOLLAND: I just have one 
14 or two°-other questions I. have thought about. 
15 
16 FURTHER EXAMINATION BY MR. HOLLAND: 
17 
18 Q. Does Metro Toronto News 
19 get the same discount as'all the other Ontario 
20 geographical wholesalers from the distributors 
21 or’the publishers? 

A. I really can't answer that. 


I don't know. 

Qieeais that rate competitive? 

A. QW can’ teanswer that, I don't 
know. 

Q. Who would know? 

A. The publishers themselves, 
perhaps. 


Q. Or the distributors? 
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: A. Or the distributors. 

2 Q. Have you ever tried to 

3 negotiate a better rate with the distributors 
4 or publishers? 

5 A. Constantly. 

6 cng Q@. And have you succeeded on 
7 some occasions in bettering the rate? 

8 ie “A. Constantly. 

9 Ay Q. So, then, it would appear 
10 that the rates provided to the various Ontario 
11 wholesalers by the distributors do vary? 

12 Aw. Absolutely. 

13 MR. HOLLAND: Thank you. 

14 

15 EXAMINATION BY MR. SEDGWICK: 

16 

17 Q. Mr. Romanez, do you get 


many complaints from retailers about the service 
that your company gives them? 

A. What was your question? I 
didn't" hear thatz 

Q. I say, do you get many 
complaints from retailers about the service 
of Metro Toronto News? 

A. Not to my knowledge. 

@. If you do get complaints, 
how are they handled, what do you do about them? 

A. Each one is studied 
individually. 


MR. HOLLAND: With great respect, 
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‘complaints. 


(Sedgwick) 


Mr. Chairman, if’ he says he has no knowledge --- 


THE WITNESS: He said many 


MR. SEDGWICK: I said "many". 

Q. You do get some, I suppose? 

A. There is nobody in the 
wholesale’ business- who doesn't. 

Q. You say they are handled on 
an individual basis? 

A. Righta 

Q@. I think we are agreed on this, 
that, as to any overstocking, the retailer cannot 
suffer because he has a full right of return, 


is that correct? 


‘A. Absolutely right. 

Q. As to the selection of the 
periodicals that appear on the racks of the 
retailer, I believe you said the retailer has 
the right to make his own selection, is that 
correct? 

A. 100 per cent. 

Q. If the retailer prefers 
to leave the selection to your company, your 
company. makes the ARIE is that correct? 

A, On the basis of profitability, 


yes. 
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: Q. On the basis of profitability 
Z and so that we will be thinking in the same terms 
3 that, of course, would mean profitability to your 
4 company and to the retailer? 

5 A. One is hand in hand with the 
6 other. 

7 Q. Precisely, your interests 

8 are identical, is that correct? 

9 A. Right. 

10 Q. And then is the selection 

ii of the periodicals or paperbacks that will be 

12 Sent to a retailer ever made outside of Canada? 

13 A, Never. I will qualify that -- 
14 since I have been here. 

15 Q. Since you have been there? 
16 A. Yes. 

17 Q. I want to read to you a 

18 paragraph from the Second Interim Report of 

19 this Commission and invite your canment on it. 

20 The paragraph reads: 

21 


u To the extent that they sell 
mass market paperbacks in 
addition to periodicals, 

(they means distributors like 
yourself) they usually 

secure these books from the 
Same sources. Fven the 
Selection of titles and authors 


to be displayed for sale is 
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(Sedgwick) 


wg normally made by the news 


company as part of its services| 
moreover, the selection of 
titles which the latter may 
have to draw upon may be 
determined at an earlier stage 


in the distribution networky 


and determined not necessarily 
even in Canada." 
In your experience, is that statement correct? 
A. Absolutely incorrect, 100 per 
cent incorrect. 


THE CHAIRMAN: Come, come, we 


have just had evidence -- 

MR. SEDGWICK: I ask questions 
and get answers and you insisted on your right 
and my right is as good as yours. I have the 
right to ask questions and get answers. 


THE CHAIRMAN: We will come back to 


Ge 
MR. SEDGWICK: My right here as 
a counsellor is just as good as yours. 
THE CHAIRMAN: Of course it is. 
MR. SEDGWICK: I am entitled to ask 
my Own questions. 
THE CHAIRMAN: And I am entitled 
to ask questions, too, Mr. Sedgwick. 
MR. SEDGWICK: I agree with that. 
THE CHAIRMAN: I will determine when 


I will ask a question, Mr. Sedgwick. 
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1 MR. SEDGWICK: I will determine 
2 what questions I will ask with an equal right. 
3 THE CHAIRMAN: Carry on. 
4 MR. SEDGWICK: Q. Now, I read you 
5 another paragraph of the Second Interim Report: 
6 
4 Your Commission understands 
/ that some Canadian publishers 
: and retailers of periodicals 
: may in fact be reluctant to 
si give information to it 
“ concerning this growing 
ss powerful intrusion, ~ They fea 
5 that, the foreign-owned 
i distributcrs and wholesalers 
‘i may refuse to carry their 
is publications, or may impose 
17 


. unacceptable terms when 
they do so. Such decisions 
would, of course, be made 
outside this country. They 
would affect not only Canadian 
publishers, but Canadian re- 
tailers and their customers 


as well." 


Is that statement correct? 

THE CHAIRMAN: Is he qualified to 
answer it? 

MR. SEDGWICK: He is a witness. I 


shall ask him, I will break it down. 


‘ . i : 7 
regains) Caeath F dno aig 10 Ay eTR e246. sensoan: 
“ 


\eaat) qwoY 


( —— a 3 2 ola 


: alinaed Sad 
poet al yea 
mortar wety 
‘ : iS 
| saterteoneD 
Suan InT ists awa 
r ort sig  28n? 

y | hy ae Fhe Jal 
oT Van 
e dud 

: 7 

oY ¥si 

’ 1 ‘ Sty mT 
ote 
aise 
} fa ‘ 
: 
*t4100 GnemeToie co a al 
ir eyes n x Uy 
s tewane 
ANT WAALSE HM ave 


; f mad iliw 1 mia wes 


Nethercut & Co, Ltd, Ls 3062 Ps Romanez, ex 
| Toronto, Ontario (Sedgwick) 


1 THE CHAIRMAN: You had better qualify | 
2 him as to whether or not he is capable of answering 
3 its 
4 MR. SEDGWICK: Q. Mr, Romanez, you 
5 are the General Manager of Metro Toronto News? 
6 A. Right. | 
7 Q. And you have been in the book 
8 distributing business for how long? 
9 A. &3 years. 
10 Q. All right, then speaking only 
11 for yourself and in your present position and in 
12 the position that you held heretofore have you 
13 ever known of Metro Toronto News refusing to carry 
14 Canadian publications? 
15 A. Never. 
16 THE CHAIRMAN: And he has been with 
17 them three months. 
MR. SEDGWICK: REL rie tS 


This report is dated June 8th, I point out to you, 
which is only a month and a half ago. 

THE CHAIRMAN: Get all the facts 
mn the record, Mr. Sedgwick. 

MR, SEDGWICK: It would have been well 
if the Commission had the facts. [I am doing the 
best I can. 

THE CHAIRMAN: You are trying. 

MR, SEDGWICK: I have been trying 
a long time with no success. 

Q. Now, may I go on to the next 


step? 
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" Or may impose unacceptable 


terms when they do." 

To your knowledge, has your company ever imposed 
on the Canadian publisher unacceptable terms? 
A. Never. 
Q. And then, 

Such decisions would of course 

be made outside this country." 
Are all such decisions, that is decisions as to 
carrying Canadian publications, made outside of 
Canada? 

A. Never, in my experience. 

Q. Very well. And as to 
Canadian publications, Mr. Romanez, have you 
in your present position made any special efforts 
to give them public exposure? 

A. 100 per cent. 

Q. And as to your method of 
distribution generally, when you distribute to small 
retailers, would it be fair to say that the small 
retailer is content to accept your judgment as to 
what should be on his rack? 

A. Absolutely. 

Q. And when you come to the 
larger companies and the chains, is it also fair 
to say that they exercise a judgment of their own? 

A. Absolutely. 

Q. For instance, do you sell to 
Garfield News Company of Canada? 


A, Yes, we do. 


* an cons wee Seth > 
Quito! te9 -ceyer: cosy ad epeleot Ey ; 


Land 7 


* a ns 
a oe a ciety Settee ant bo 
A 


Lowa 


ee Dik * 


Gay? rc riers et tos 


fant ,acotetoeb nsve.tie eek 
vim woo te aakeane aelth ave) arlutitas 


faba. 


se ") 7 = J 


QO) 


2 


Nethercut & Co, Ltd. 


- 3064 - Romanez, ex 
(Sedgwick) 


And they, I believe, have 


the newsstands at all the Metro Subway stations? 


Toronto, Ontario 
Q. 
fae 
Q. 
places? 
A. 
Q. 


That is right. 


And probably in many other 


Right. 


I have in my hand a letter 


dated May 4th, 1971 and addressed to you. I 


will read it and show it to you. It is on the 


heading of Garfield News Company of Canada and 


it says: 


A. 


Dear John: 
Pursuant to our telephone 
chat Monday, May 3, 1971, 
please acknowledge this letter 
as confirmation with respect 
to the distribution of (a) 
Woman's Weekly Library (b) Dell 
Purse Books (c) Bantam Purse 
Books. New York Daily News 
and New York Sunday Times are 
to be removed from the authorized 
title list as agreed, 
Thank you for your co- 
operation, 
Ray Hansen, 


Assistant General Mandger. 


Do you remember that letter? 
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Q. 


A. 


Q. 


correct? 


A, 


Q. 


» Opposite others, 


A. 


Q. 


~--EXHIBIT NO. 15: 
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Does that mean they are asking 


you to add to your list the Woman's Weekly Library 


and the other books mentioned? 


Exactly. 


And asking you to de‘ete from 


the list that you supplied them the New York Daily 


News and the New York Sunday Times, is that 


Exactly. 


MR. SEDGWICK: May I file this as 


the next exhibit, Exhibit 15? 


Letter of May 3, 1971 from Ray 
Hansen, District Manager of 
Garfield News of Canada Limited 
to J. Romanez,. 

Do you recognize that letter? 


Yes. 


_ Then, I have in my hand a 


document headed, "Magazine on Hand Record, Garfield 
of Canada" and this is dated the 17th of June at 
10.30 a.m. and it lists a great many magazines 

with a tick opposite some of them and a cross 


What would that mean? 


I think perhaps Mr. McMonigle 


would know. That is the office function where the 
magazines were checked out to see whether they were 


drawing those magazines, 


And then I see there is a 


note in the end in red ink, on the second page. 


What does the note say? 
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A. It says, 
Generally okay but could we 
cut back on Photoplay and 
Modern Screen", 

Q. Then is that an exercise on 


the part of Garfield News of their unfettered 


discretion to say what will appear in their shops? 
A. Exactly. 
-- MR. SEDGWICK: Can that be the 
next exhibit please? 
~--EXHIBIT NO. 16; Note in red ink on second page 
of letter. 

Q. Then, do you always supply 
the Canadian Railway News? 

A. Yes. 

Q. And as to what appears on their 
racks, who makes the decision? 

A. They do. 

Q. And then do they give you a 
list of authorized titles which they want on their 
rack? 

A. Yes, they do. 

Q. I show you a document which 
Says, "Suggested Authorized Title List, Canadian 


Railway News". Do you recognize that document? 


A. Yes (Dado. 

Q. What is the origin of that 
document? 

A. Those are the magazines 


authorized by Canadian Railway News. 
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1 Q. And then do you, in supplying 
2 their various autlets conform to this authorization? | 
3 A. Yes. 
4 
---EXHIBIT NO. 17; "Suggested Authorized Title 
5 i ae VeTaGe ta List, Canadian\Railway News." 
6 
7 Q. So that in the case of 
8 Canadian Railway News, the selection is made by 
9 Canadian Railway News, is that correct? 
10 A. Absolutely. 
11 Q. Now, do you also supply 
12 A & P Stores? 
13 A. Yes, we do, 
14 Q. Do they have a great many 
15 outlets? 
16 A, Yes, they do. 
17 Q. And who makes the selection 


of what appears on the racks in the A & P Stores? 
A. The A & P management, buyers. 
Q. I have in my hand a document 
which says, 
u Attachment re blanket order 
effective February 1, 1971, 
A & P Stores, Canada, magazine 
master list approved 
publication." 
Will you look at that one, please? 
A. Yes, that is right. 
Q. Do you recognize that, 


Mr. Romanez? 
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A. Yes, I do. 
Q. And what is the origin of that 
document? 
A, That is A & P's authorized 


list of titles that we can distribute to the A & P 


Stores, 
Q. To them? 
A. That is right. 
Q. And that is a decision that 


they make, is that correct? 

A. That is right. 
---EXHIBIT NO. 18: A & P Store's authorized list 

of titles. 

Q. So far as you are aware, was 
that decision made outside of Canada? 

A. Absolutely not. 

Q. Or influenced in any way by 
any foreign interest or influence? 

A. No way. 


A THE CHAIRMAN: The reference 


—_—_—_ 


mn 
7 


which you were kind enough to read to us, 
Mr. Sedgwick, had to do with paperback books. These 
exhibits relate to magazines. 

MR. SEDGWICK: I am sorry. 

Q. As to paperback books, 
Mr. Romanez, who makes the decision as to what 
appears on the rack? Now, let us leave the small 
retailer out, I think we are agreed that probably 
the firm . makes that decision? 


A, Yes, 
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Q. Who makes the decision in 
large firms of what paperbacks appear? 
A, They do, the retailer does. 
Q. Does the retailer have the 
unfettered right to accept or reject any paperback 
that you send him? 
A. Immediately. 
Q. And as to any that he does 


not sell-~ and I am speaking now generally -- 


does he have the right to return them and receive 
a full credit for those that are not sold? 
A. Immediately. 
Q. Now, as to Canadian paperbacks 


the situation may have been a little different, is 
that correct? 

A. . Very correct. 

Q. What is the difference between 
the Canadian paperback and the United States 
paperback so far as you and the retailer are 
concerned? 

A. First of all, the Canadian 
paperback best sellers are mostly off-size -- 

Q. Now, may we pause there? 

By that you mean they are not the standard size 
of the United States paperbacks, is that right? 

A. Exactly. 

Q. And being off-size, do they 
fit readily into the rack that the retailers have? 

A, They don't. 


Q. What size are they as < rule, 
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1 Canadian paperbacks? 

2 A, The size of Coronet and 

3 Reader's Digest, Pageant. 

4 Qe Somewhat bigger, wider and 
5 longer than the ordinary paperback? 

6 hs Exactly. 

7 Q. And you say that mitigates 
8 against sales? 

9 A, It immediately limits the 
10 distribution of the paperback. 

il Q. And then as to returnability? 
12 A. Canadian mperbacks, as a 
13 rule, are non-returnable. 

14 Q. They are non-returnable? 
15 BR} Yes. 

- Qe And then when you put the 
17 


Canadian paperback on the retailer's rack, can 
the retailer return it to you? 


A. 1OO per cent, 
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Q@. Can you return it to the 
publisher? 

A. No, we take a loss. 

Q. So you must take a loss? 

DR. JEANNERET: I understand the 
witness said Canadian paperbacks are generally 


not returnable. 


MR. SEDGWICK: Yes /'thatws? rignt. 


@. Is that right? 
A. Yes. 
DR. JEANNERET: We will establish 
that as we go along. 
MR. SEDGWICK: Q. Generally, 
in your experience --- 
DR. JEANNERET: Can you give us 
a few examples of firms that would refuse to take 
back paperbacks that he buys? 
THE WITNESS: Who published 
The Comfortable Pew? McClelland and Stewart? 
They refused. 
DR. JEANNERET: Did you buy them 


at a preferred discount not protected? 


THE WITNESS: They had protection. 


DR. JEANNERET: I understand 
the total Canadian Bestseller Library was 
protected, but not in the case of booksellers. 
You had a long discount from the booksellers, is 
that correct? 

THE WITNESS: That Wewrienr, 


MR. SEDGWICK: LPemesorry.: 


eae Baliye 2 Sey a ie ap 
‘eoon@ @64 elsciteqeq asthma? Khas erendiv. 
_ a ldanesten"eon 
‘‘t soryacite “9 | ; 
triads dave wt. 62 
oat 
s* FIRAs A 
arte =p Ge'se Fart’ 


egret teges TOU (ti 


was Lal 
+a) 1 Dilee sane Lo seiguars..wel 2 
d i? .ciogetTegeg Aedad 
oe wt aor i 7414 sift 


sevles Yen 
- ay 
i ba) 5S ie7 GS a 
e j AZ aid 
Pol Jeo 9979 
it 
- 7 ouce 


QO 


6 


3 


Nethercut & Co, Ltd, 


Toronto, Ontario 


= S072 *- Romanez, ex | 
(Sedgwick) | 


DR. JEANNERET: We will have to 


go-into that. 


MR. SEDGWICK: Yes. 

Q@. Can you give any other 
examples of Canadian publishers? 

A. There are so many. They 


are-countdess. It would take me hours. 


DR. JEANNERET: Not many publishers. 
THE WITNESS: Over the years 
there have been publishers putting out Canadian 
paperbacks non-returnable, many of them. 

DR. JEANNERE? : We are interested 
in finding out whose policy it is, non-returns. 

MR. SEDGWICK: Q@. Do you know 
whose policy it is at the moment? 

A. None that we deal with are 
non-returnable. We are not dealing with any 
Canadian publishers currently. 

Q@. I see there are 19 wholesalers 
and your’ company is one. 

Ault Gi coulLedy qualify? thatenother 
than Bodero Editions, which is a mass market 
operation, is fully returnable. 

Q. How many Canadian publishers 
do you deal with? 

A. Of paperbacks? 

Q. Yes, of paperbacks. 

Aw One. 

Q. One. I see. How many 


Canadian publishers of other material? 
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A. Possibly 60 or 65. 

THE CHAIRMAN: Would you ask 
him which is the one? 

MR. SEDGWICK: Q@. Which is the 
one? 

A. Bodero. I own 50 per cent 
OF it. 

MR. SEDGWICK: I want to tell 
you, you concealed that. 

THE CHAIRMAN: We are just trying 
to get the facts. (Laughter) 

MR. SEDGWICK: In my humble 
way, that-is what Iam trying to do. 

THE WITNESS: if At wasn't: for 
Bodero, what’ Canadian mass market publications 
would be on the market? 

MR. SEDGWICK: Q@. Would there 
be any? 

MR. CAMP: How did Bodero get 
into the market? 

THE CHAIRMAN: If it weren't 
for you, how would any mass market paperbacks 
produced in Canada get on the market, for example, 
in Metropolitan Toronto? It just wouldn't get 
on°unless you put it on, would 1t? 

THE WITNESS: No, absolutely not. 
They would get on the same as I got on. 

THE CHAIRMAN: insees 

MR. SEDGWICK: Let's not leave 


it there. 
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MR. SEDGWICK: 
been offered any Canadian mass 
which you have refused? 

A. Never. 


DR. JEANNERET: 


publishing has been offered to 


THE WITNESS: 

MR. SEDGWICK: 
At:ifvitvisn't offered. 

DR. JEANNERET: 

THE WITNESS: 
handle. 

DR. JEANNERET: 
several Canadian? 

THE WITNESS: 
general title is one. 


MR. SEDGWICK: 


Romanez, ex 
(Sedgwick) 


Q. Have you 


market paperbacks 


No general 
you? 
No. 


You can't take 


Harlequin? 


Harlequin we 


How do you get 


The only mass market 


Qc: ry lin may 


move away from paperbacks for a moment, in 


giving your evidence you said it was not feasible 


to have two wholesalers in one area. I wonder 


if you could expand on that comment? Why is it 


not feasible to have two wholesalers handling 


the same periodical? 


A. Because of the fully-returnable 


basis magazines are offered to a retailer at. 


To cite an example of this -- I feel it is very 


pertinent -- in Montreal a year ago a national 


distributor opened up a second wholesaler which 


carried Life magazines that Montreal News was 


carrying. The very first thing that happened at 
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i that time was that agents of the other news 

2 companies went in and said "We will sell you the | 
3 books at a 10 per cent discount. You won't have 

4 to sell them. Just put them in Montreal News 

5 as returns." The books are fully returnable, 

6 unidentifiable, the wholesaler would not know 

7 who supplied that book to that particular 

8 retailer. Consequently, this is the real reason 

9 particular publications are ‘anly handled through | 
10 one supplier. 

11 a Q. Otherwise the returnable 

12 feature --- 
13 ee Ay. If At was veotd on a pene etienahie 
14 basis, it’ would probably be 10 or 15 or 25 

15 - wholesalers in any one area. 

16 Q@. Sold as it is on a returnable 

17. basis, the wholesaler cannot identify the one 


he sold from the one his rival sold? 

AMR Exacoly: 

Q. If there were two more 
distributors of the same periodical, you, as a 
distributor, might end up by getting your rivals’ 
books back on the shelves. 

Aue iisnaic ivy. 

Q@. Whereas, when you are the 
Sales distributor you do, of course, have an 
absolute check, is that correct? 

As uGornecet:. 

Q. As to warehousing, your 


company keeps a warehouse in Toronto? 
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A. Yes, we do. 

Q. About how many -- how big is 
Loe 

A. I am not sure of the size. 

Q@. How many tiles or how many 
books do you keep? 

A. We keep an inventory of 
2 million paperbacks and approximately 6000 titles. 

THE CHAIRMAN: ' Where are they kept? 

MR. SEDGWICK: Q. Where? 

A. 120 Sennett Road, Scarborough. 

Q@. You say apparently 2 million 
titles? 

A. 2 million books, 6000 titles. 

@. And that is carried in order 
to permit you to give service to your retailers, 
is that right? 

As (Service: 

DR. JEANNERET: The great bulk 
of these books are returnable at will? 

THE WITNESS: All, I believe. 

MR. SEDGWICK: Yes. 

DR. JEANNERET: I was wondering 
if you were making that point --- 

MR. SEDGWICK: NO, ghsam sorry, 
Drsiweanneretino 4 sThegpoint.l..am making is that 
they do carry a very large supply in order to 
give a service. They do give a service and 
they try to give a prompt service. That is the 


only point I am making. 
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Q. Turning to the TV Guide, where 
is it printed? 

A. In Toronto , on Carlaw Avenue. 

Q@. On Carlaw Avenue, published 
here? 

AS oes. 

Q@. Printed here? 

A. Yes. 

MR. CAMP: All of it printed here? 

MR. SEDGWICK: I believe it is. 

Q@. Is all of it printed here? 

At, Notirallt 

MR. CAMP: Is the editorial matter 
printed here?’°I am not talking about the listings. 

MR. SEDGWICK: I think it is. 
I read it’ from time to time and the editorial 
matter’ is’ obviously Canadian. 

MR. CAMP: Where do the plates 
come from? 

THE WITNESS: What? 

MR. CAMP: Where is the editorial 
material --- 

THE WITNESS: You will have to 
ask the publisher. I don't know. 

MR. CAMP: I mean, this 
interchange, what is the difference between the 
TV Guide that’ appears in Toronto and the one that 
appears in Buffalo, as far as the editorial content 
is concerned? 


THE WITNESS: I don't know. 
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: MR. SEDGWICK: I don't know. 

“ THE WITNESS: Other than the 

3 listings and the editorial section, the Canadian 

4 section. 

5 "= +) MR, SEDGWICK: I don't know and 

6 I am not goting to give evidence. I thought they | 
7 were quite different, but I could be wrong. | 
8 aad ' Q. As to the question Dr. Jeanneret | 
9 raised, these books you carry are’, Of course, | 
10 returnable? 

11 wh ee “iP MYege they are. 

12 Me ce Q. Until they are returned, have 

13] you paid-for them? 

14 oF he A. <A good portion, yes. 

15 dade Q. So that, until you return them, 

16 your money is’ tied up in them, is that correct? 

17 ae “A. Absolutely. 


DR. JEANNERET: Would it be 
all right to ask something about inventory 
turnover? 

MR. SEDGWICK: Certainly. 

DR. JEANNERET: What kind of 
inventory turnover do you have? 

THE WITNESS: Of paperbacks? 

DR. JEANNERET: Yes. 

THE WITNESS:: About three times 
“a year. 

DR. JEANNERET: I would have 
thought it would be higher, but even that means 


you only have a four-month investment and if you --- 
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-in drawing our~ attention to certain wording in 


=? 2079) = Romanez, ex 


THE WITNESS: Four to five months. 


MR. SEDGWICK: Thank you. 


DR. JEANNERET: I might say 
my question was not to suggest any lack of service 
on the part of your client. 

MR. SEDGWICK: I welcome 
questions. I rather like to be heckled. It at | 
least shows people are listening to me. I think 
that 1s all for me, thank you. 

THE CHAIRMAN: Mr. Sedgwick, there 
are one or two questions which I thought of 


which would be of assistance to the Commission 


the interim report. 


I-take-it, Mr. Romanez, that 


because you have already told us that the Canadian 
paperbacks’ which you deal in are about .0l of 
supply, that 99.99 come from the United States? 
Is that’ correct? 

THE WITNESS: Yves) “Othersthan 
Harlequin; “fF want to qualify that. 

THE CHAIRMAN: Okay s "I °dontt 
know how small we can make the percentage. 


THE WITNESS: Harlequin is 


about 18 per cent of the total. 


THE CHAIRMAN: Now, when you 


want to place an order for a mass market paperback 


come from one of those distributors on this list? 


that is being produced in the States, it must 
THE WITNESS: Yes. 
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- 3080 - Romanez 


-- THE CHAIRMAN: Approximately 

how many’ distributors do you draw from, that is, 
draw from for paperback books in the United States? 

THE WITNESS: About 13. 

THE CHAIRMAN: About 13. Now, 
how do you place: your order, or do they supply 
you automatically as you Supply others automatically, 
from time to time? 

THE WITNESS: The majority 
solicit orders. 

THE CHAIRMAN: They solicit 
orders? 

THE WITNESS: Vest 

THE CHAIRMAN: And do the 
distributors’ solicit the orders from the publishers 
or both? 

THE WITNESS: You had better 
qualify the question 

THE CHAIRMAN: P Wille try iaeain. 
Do the distributors of these paperback books 
solicit orders? 

THE WITNESS: From the retailer? 

THE CHAIRMAN: No, from the 
wholesaler. 

THE WITNESS: Yes, they do. They 
come to us. 

THE CHAIRMAN: The distributors 
come to you? 

THE WITNESS: Yes. 


THE CHAIRMAN: Now, when those 
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Toronto, Ontario 
distributors: solicit orders, do they approach 
Pierce News’ Company in St.Louis or do they 
approach you directly, or do they do both? 

THE WITNESS: They approach us 
and do not approach Pierce News Company at all. 

THE CHAIRMAN: At all? 

THE WITNESS: Atwrald. 

THE CHAIRMAN: None of those 
distributors in the United States contacts 
Pierce News Company? Are you sure about that? 

- *; THE WITNESS: In the matter 
that "you mentioned, soliciting orders for Metro 
Toronto, they do business’ with Pierce News Company 
in St. Louis, but not as far as solicitation for 
Metro Toronto is: concerned. 

THE CHAIRMAN: LeSe¢e.. .ar-Lb 
your experience, since you have been with Metro 
News that the agents for the distributors come 
direectdy-tosyou? 

THE WITNESS: Yes. 

THE CHAIRMAN: And do they give 
you catalogues or order forms to submit to then, 
which you return? 

THE WITNESS: They do. 

THE CHAIRMAN: Arid you submit 
those order forms directly to them? 

THE WITNESS: Yes, we do. 

THE CHAIRMAN: Do you submit 
any forms or requisitions to Pierce News Company 


from those distributors? 
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THE CHAIRMAN; I will try again. 

Do you submit any of the orders for paperback books 
which ultimately go to the distributors in the 
United States, do you submit any of those to Pierce 
News Company? 

THE WITNESS: No. 

THE CHAIRMAN; Andhow often do you 
make an order or prepare an order for paperback 
books with any of your distributors? 

THE WITNESS: Constantly, every month. 

THE CHAIRMAN: You do make 
these orders on a monthly basis? 

THE WITNESS: Yes, we do. 

THE CHAIRMAN: You make the orders 
on a monthly basis. Then, these orders are in 
written form, are they? 

THE WITNESS: Yes. 

. THE CHAIRMAN: And how do you make 
the selection?From what do you make the selection 
when the agent comes to talk to you? What does 
he show you? 

THE WITNESS: He shows you covers, 
proof sheets, past history. 

MR. CAMP: What do yu mean by 
"past history"? 

THE WITNESS: If it happens to be 
a known author who has a past history. This is 
@ volume that should sell equal to his such and such 
a book and so on. It is built up. 


MR. CAMP: Selling where? 
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THE WITNESS; Selling anywhere in 
general, a best seller. 

MR, CAMP: Would that be world- 
wide sales? 

THE WITNESS: Oh, yes. We 
are experienced in the Toronto area of what we 


buy of that particular title. 


DR. JEANNERET; Would you say without 


exception, you purchase your paperback books from 
an exclusive Canadian representative be it a 
Subsidiary of the original publisher or a 
representative -- do you ever buy directly fran 
the United States? 

THE WITNESS: No. 

DR, JEANNERET: Do you ever import 

. from the United States? 

THE WITNESS; These people over 
here service the orders from us. 

DR. JEANNERET;: [I understand, but 
where do you place your orders? Do you ever 
import paperbacks through the Canadian customs 
from the United States? . 

THE WITNESS: Very seldom, only in 


the case where some major publisher ‘has 


published something that has to come over the border, 


THE CHAIRMAN: What percentage of 
paperbacks that you get do you get from the 
distributor who has a warehousing situation in 
Canada? 


THE WITNESS; That is a difficult 
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Question to answer, about 50 or 60 per cent, 
THE CHAIRMAN; The rest come across | 
directly to you? 
THE WITNESS; Some of them do, yes. 
THE CHATRMAN: If you placed -orders, 
you named three or four of the distributors of 


paperback books with whom you have placed orders 


in the last three months, just give me three or 
four of the major ones? 
| THE WITNESS; Bantam Books. 
THE CHAIRMAN; These are paperbacks? 


THE WITNESS; Yes, paperbacks -- 


Triangle Publications, Popular Library Books, 
one of the most important is Simon & Shuster. 

' THE CHAIRMAN; Take those, how 
many copies of the orders would you file with those 
distributors? Would you produce for us for the 
last three months those order forms that you 
have placed with them? That would be most helpful. 

THE WITNESS: I will do that. 

THE CHAIRMAN; Would that be available 
Mr. Sedgwick? 

MR, SEDGWICK: We have gone through 
our office and wae looked through all our orders. 

I will try. 

THE CHAIRMAN: I am sure you can find 
something. I don't think anyone has been in your 
office for weeks, 

MR. SEDGWICK: Not in mine, I wouldn't 


let them in. 
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DR. JEANNERET: Mr. Romanez, you 
say you buy Popular Mechanics Library from 


Triangle? 


THE WITNESS; Popular Libary Books. 


DR, JEANNERET: I am sorry, I didn't 


recognize that. How are Popular Libary Books 
sold into Kitchener now? 

THE WITNESS; Through Metro Toronto 
News Company. 

DR. JEANNERET: Where was the 
decision to have them sold through Metro Toronto 
News Company in Kitchener made, in Canada or the 
United States? Please answer that question, 

THE WITNESS; That decision was 
made in the United States. 

DR. JEANNERET: That decision was 
made in the United States? Mr. Sedgwick, you 
heard that. — 

MR. SEDGWICK: No, I did not hear 
LES 

DR. JEANNERET: The decision for 
Popular Libary Books to be sold into Kitchener 
via Metro News was made in the United States. 

THE CHAIRMAN: Paperback books, 

THE WITNESS: No, Popular Libary. 

THE CHAIRMAN: A whole line of 
paperback books. 


MR. CAMP: How many titles? 


THE WITNESS: I couldn't answer that. 


DR, JEANNERET: Roughly, how many 
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titles? 

THE WITNESS: It would be hundreds. 

DR, JEANNERET: Hundreds of titles 
were channelled through Metro Toronto News to the 
Kitchener area and the decision was made in the 
United States, not in Canada? 

THE CHAIRMAN: By Pierce? 

DR, JEANNERET: No, by Triangle. 

THE WITNESS: They gave us the 
franchise. We have territorial rights. 

DR, JEANNERET: They made that 
decision in the United States. This is the point 
you were on a little while ago. 

MR, SEDGWICK: We don't control 
Triangle. 

DR, JEANNERET: Neither does anybody 
else in Canada but it does support the statement 
you called in question. 

MR, SEDGWICK: The statement, as I 
read it, has reference to the wholesale distributors 
here and their connections. We do not control 
Triangle. If Triangle funnel books through us 
for distribution in Kitchener, we take them. 

THE CHAIRMAN: Since you read the 
material to us from our own report maybe I can 
read it again for you because what you read to us 
Les 
: Even the selection of titles to 

be displayed for sale if normally 


made by the news company as part of 
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its service." 
Your witness substantiates that, 
right? 
MR, SEDGWICK: I beg your pardon? 
THE WITNESS; We have the decision 
of what we put out, yes. 
THE CHAIRMAN; You have been trying 
to cover that for the last half hour. The 


report goes on: 


Moreover the selection of titles 
which the latter may have to call 
upon may be determined at an earlier 
Stage in the distribution network and 


Retermined not necessarily --" 


-We used very cautious language. We were not any 


more familiar and what you are talking about 
really substantiates totally what we said. 

Now, on that -- 

MR, SEDGWICK: I just want to clear 
this up. It is pointed out to me that your report 
talks about titles. Were you talking about titles 
in Kitchener or book lines? 


THE WITNESS; Talking about book line, 


Popular Library -- a line, not a title. 


MR. SEDGWICK: He is talking about 
book lines, not titles. 

DR.JEANNERET: A line could be made 
up of hundreds of titles, 


THE WITNESS: Precisely. 
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MR, SEDGWICK: And the titles the 
buyer can select, 

MR, HOLLAND: If we are finished 
with this line of questioning there is a little bit o 
re-examination, Mr. Chairman, if we have time, 

THE CHAIRMAN: I think we might do it 


after lunch. We will be back at 2 1,5. ills 


---Luncheon adjournment. 
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---The hearing resumed at 2.15 p.m. 


MR, SEDGWICK: Mr. Chairman, just 
before we rose at the time when I was engaged in 
a conversation with Mr. Holland a question was 
raised about Triangle Publications. I am afraid 
I did not clear it up as adequately as I should 
have liked. May I just ask one or two 
questions in connection with that? 

THE CHAIRMAN: By ali means, 

Mr. Sedgwick. 

MR. SEDGWICK: Q. Mr. Romanez, 
Some question was raised about the Triangle 
Publications paperback lines. How many lines of 


paperbacks do Triangle distribute? 


A. One. 

Q. And what is that called? 
A. Papular Libary. 

Q. And we have been told by 


Mr. Molasky that the decision to appoint Metro 
Palais News as the distributor in the Kitchener 
area for Triangle Publications for the ones 

they distribute was made in Miami? 

A. That is correct. 

Q, Now, as to the titles in 
the Popular Libary, is the selection of titles 
which you may draw upon determined anywhere but 
in Toronto? 

A. Right here in Toronto, 


Q. Does anyone outside of this 
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country have any voice in making that decision? 

A. None whatsoever, 

Q. And as to the Popular Library, 
it is said to me that it is noted for the fact 
that 1t does publish a number of well-known Canadian 


authors, is that right? 


A. Right. 
Q. Do you have in. mind any names? 
A. Offhand, I would say the 


Costain Series and also Hugh McLellan, 

Q. You can't recall offhand any 
others? 

A. It is all I can think of at 
the moment. 

MR, SEDGWICK: That }s all I can 
think of at the moment. 

THE CHAIRMAN: We may want, 
Mr. Sedgwick, to put one or two questions on the 
points you have raised, 

DR.JEANNERET: That is completely in 
acoord with what our understanding was, 

MR, SEDGWICK: The interim report 
Speaks of determination as to titles, That 
determination is made in Toronto, The decision 
to appoint the Metro Toronto News as distributors 
was, of course, made in Miami. 

MR, CAMP: Your answers were based 
on your experience of the last three months? 

THE WITNESS; In this area, yes, 


MR. CAMP: You would not be aware of 
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1 any decisions being made in St. Louis or otherwise, 
2 prior to your coming to the company? 

3 THE WITNESS: No, 

4 MR, CAMP: For all you know they have 
5 all been made that way prior to January lst, this 
6 year? 

7 THE WITNESS: Yes. 

8 THE CHAIRMAN: Are you a wholesaler 
9 for Saturday Night? 

10 THE WITNESS: Yes, we are. 

11 MR, CAMP: Is it true that Garfield 
12 News has discontinued Saturday Night for a period? 
13 THE WITNESS: I am not aware of that. 
14 MR, CAMP: You didn't get a "Dear 

15 John" letter about Saturday Night from Garfield? 

16 THE WITNESS: No. 

17 MR. CAMP: It is my information that 


it was discontinued by Garfield for a period and 

I would be interested in whether or not this would 

be something that you would not know about ordinarily 
or that you would not believe happened because 

if it had happened you would have known about it? 

THE WITNESS: If it happened in my 
time I would have known about it. 

MR. CAMP: That is probably the 
explanation. I realize, of course, that the retailer 
has a good deal of @iscretion, some retailers have 
a good deal of discretion and obviously if they are 
over-stocked they have full returns and they don't 


lose any money but if they are under-stocked they 
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lose money and the fact that they are under-stocked 
and others are over-stocked for the same publication 
would mean that some would lose money and others 
would make money? 

THE WITNESS: Yes. 

MR. CAMP: And they have no 
alternative, in some cases it is difficult, if not 
impossible, for some of them to get adequate stocks 
of magazines they want from you. 

THE WITNESS: ‘It.is not difficult 
or impossible. 

MR, CAMP: Would you be surprised 
if someone came here and said, that they had tried 
to get copies of certain publications and could 
not get enough? 

THE WITNESS; I would be surprised. 
There could be isolated cases, yes. 

MR, CAMP: But there are such cases? 

THE WITNESS; Absolutely. 

MR, CAMP: Over which the retailer 
has no control? 

‘THE WITNESS: He has control, yes. 
He can adjust his orders whenever he wants to 
in any way possible. 

MR. CAMP: As well as that, of 
course, the decision as to whether a certain store 
gets TV Guide or Newsweek in their stores on 
Tuesday or Wednesday, would that surprise you that 
if the one that gets it on Wednesday were to lose 


money on that, say, TV Guide, because if they had it 


Ari 
ian waitilate se = 1 
aw. we SA < GPs MelsA TMA itd baal, 


fom 2 (Fos Gtk gente. enon, at, erlsensesie 


@foes* a2sugeho Oe oe ety 3Q) eae! tod psidlesognt 


‘ NOP wot? dew yant aanteepen To 
Pixs Tesh 7s Wi oi : Zeer iw aHT ray : 


a. eld feeoast <0 


" s2ue bd. poe SLeoW | -9MAD: 


ui Weld facie’ Bless bos sien amen ancamos Tl 
ano is eolidug nletten to a@eiqos-gen ov 


Tdyuvace, Fen fod 


Se 2 ees 


Cvelae ad Sfvew I -SOMOrLW aur: 
= | ay 7 °¢ * fal ei¢ im arf Hiluos aveadT 
; Ue Hh. Ofet) - <3MAD , SM a. 


vietulondA saRQRTTW Sat 1 ey 


‘Totsnoo of BBt is 

ii f ALLY ST a¢ 

oT 1 iv oy A SHtO lA Jay bSs ABO on , 2 
iG Lecce. av VS aa eS 


wie o? G8 omteloed edd . sa to0 of 
J ! seawawet a0 eblueg VT eve 


oF Yeeandyy To yYedaauy 


a st Sth) Wr 7: , 3nd 0 Yeton 


yD) 


Nethercut & Co, Ltd. - 3093 - Romanez, 


Toronto, Ontario 


on Tuesday they would make more sales’ Do you 
decide whether or not who gets it and on what day? 

THE WITNESS: The routing of 
the delivery decides who gets it. Everybody can't 
be first and everybody can't be last. Somebody 
has to be first and somebody else has to be last. 
It just depends what route he follows. 

MR, CAMP: My point, Mr. Romanez, 
though, is that you have power to decide who gets 
it on Tuesday and who gets it on Wednesday? 

THE WITNESS: Not really. 

MR. CAMP: Is it just an accident? 

_... HE WITNESS: No. 

—-" “MRD CAMP: :: You-do not think it is 
an accident if it happens to the same people 
accidentally every week. Is that your description 
of an accident? 

THE WITNESS; No, We can't 
physically deliver all of the distribution in one 
day, to every store at the same hour in the 


wholesale in Toronto. 
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| MR. CAMP: Certainly» not, So, 
as a result a that, some get it on Tuesday and 
some get it on Wednesday and a magazine has 
a life of seven days, that is. 

THE WITNESS: That is predated, 
it-doesn't>come into effect° until Saturday. 

It takes a few days for the TV Guide tocome into 
effect. 

MR. CAMP: That is a good point. 
Nevertheless; you: decide, your company decides? 

THE WITNESS: Iitetiseanvietim.of 
routing. 

MR. CAMP: Is.there any way 
that the dealer could get it if he knew so and 
SO, or such and such? 

THE WITNESS: No way. 

MR. CAMP: You are not aware of 
a special arrangement made with regard to the 
promotion of the new PP can Library Series, 

a special promotion involving books by Mickey 
Spillane? This was a decision that was made 
in St. Louis that this promotion should take 
place inthis market? 

THE WITNESS: Not in my time. 

I am not aware of it. 

MR. CAMP: You wouldn't be 
surprised, though? 

THE WITNESS: I am not aware of 
5 


MR. CAMP: Do you know a magazine, 


} 
| 
oey 
i 
iy "> dl w 
_4 
a i 
: 
7 
ry 
} 
m 


a yy! a 
19 ORS Jie 


voy Sea 


(Suter 02 dou ‘debate: ae 7 _ ee, 
heated tet sowthe: otat sok: ghaeaotr at: 
piste wmv abit VF wit 67 rent wet a asvas aT 


ote 


»teetie 


a ek Ladt 7 3MA5 .V art 


imod mdy pabioah wag paselenitaevall 


¢ 


a eb 92 -2aaurile aut Lp 


at eeuos 


wei SAR" .b 4 +3 pe ttets nS int “62 4ace 


Tiowe bhp @eue wo” .oOs 


on = iT iw air’ A 
7) ; M 

(AS? T.4hW ebay Ieeusgnearian Lalosede.-2 
a ‘ i 7 16 falvome1d 
7G iG ai Fi Ws ‘7 iO. rotrorg fas 7909.2 
of paca lLiLigé 

ev) 

fe i 66k 
7 4 


ett 
_—_ . 


2 \ °4ore ; 7 
G _s 4) ¥ ‘a é 


Nethercut & Co, Ltd. - 3095 = 


Toronto, Ontario 


Romanez 


a new Canadian publication called Toronto Music 
Guide? 

THE WITNESS: Less... dor 

MR. CAMP: This is a magazine 
which, I gather, specializes in FM music. I 
gather they came to you and asked you to 
distribute their publication, their new publication, 

“which you agreed to do, is that right? 
ene THE“ WLiNbos. Right, 

MR. CAMP: I believe you indicated 
to them you wished to’ have the magazine in your 
warehouse’ at least eight days in advance of 
publication. 

THE WITNESS: That is the standard 
procedure. 

MR. CAMP: Standard procedure. 

Is it true that the publication date of the magazine 
was June lst and by Monday night, the 24th, 

Tuesday morning, the 25th of May, you had 11,000 
copies of that publication? 

THE WITNESS: Well --- 

MR. CAMP: Maybe 10,500? 

THE WITNESS: 7000 was what 
they sent us. 

MR. CAMP: Which was all you 
were aware of of the first edition. That was 
in your hands on the 25th of May? silt. not 
also true that you did not get it out until the 
7th of June? 


THE WITNESS: WES, bos ae 
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MR. CAMP: And you told us earlier, 


of course, that you made the rounds in Metro 
Toronto two and three times a week. Are you aware 
of what the publishers of Toronto Music Guide 
then felt obliged to do as a result of the 
fact you had the publication in your warehouse 
and’ were not delivering them? 

THE: WITNESS: I am very well 
SWere Obst ti. 

MR. CAMP: I understand they 


went and sought to’ distribute it by other means, 


“specifically through the Buy and Sell Press. 


THE WITNESS: Are you also aware 
of what he did afterwards? 

MR. CAMP: I haven't come to that 
yet. You assisted them in distributing additional 
copies of the magazine to some retail outiets, 
which would be-in addition to the copies which 
were then in your warehouse? 

THE WITNESS: This is a complete 
falsehood. 

MR. CAMP: Wait a minute now. 
When they were not satisfied with the alacrity 
with which you distributed their magazine, they 
went elsewhere, which would indicate --- 

THE WITNESS: Not on that issue. 

MR. CAMP: Not on that issue? 

THE WITNESS: Not on the first 
issue. The second issue, they went to other 


distributors. 
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MR. CAMP: Who is distributing 
the magazine now? 

THE WITNESS: We are again. 

MR. CAMP: Would it surprise you 
that the people who were trying to distribute 
the magazine to retail outlets that you service, 
were’ told by some source that they would not take 
it any longer’ because they were uncertain as 
to what the reaction would be if Metro News found 
out? 

THE WITNESS: It would surprise 
me very much, it would. 


“MR. CAMP?: It would surprise 


‘you very much. As a matter-of fact, in an effort 


to distribute the magazine, which you had in 


your warehouse,they not only did it through 


another’ company as best they could, but the publisher 


took it around themselves. The fact of the 


matter was, or-seems° to be -- we can find this out -- 


that Buy and Sell, although they had indicated 
to them that they had got it into 1500 retail 
stores, found they could not. I wonder why 
tehey couldn't? 

THE WITNESS: The answer I 
got from the publishers was they just could not 
be bothered, or they gave them a song and dance. 
They’ got a’ song and dance fromBuy and Sell., 

MR. CAMP: Can we go back now 
and find out if you had 11,000 TV Guides stored 


as. of June lst, and you‘had them eight days in 
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advance. This was d@ rigeur in the trade. 
THE WITNESS: On Monday, we 
do not have them in the warehouse eight days 
prior to- distribution: A lot of work is 
involved to-get- the distribution and we are 
never’ certain when the publication date is going 
Goubes Gif they got 1t to you on Monday or 
Tuesday, we end up getting it a week to ten 
days later and-we can't handle it. We put the 
magazine on the delivery invoice and find out 
it is not out on time. We have to, usually, 


or normally, the first issue, there are some 


probiems because you are not certain of publication 


dates, but the subsequent issues become a 
routine pattern and it follows the same pattern 
as other magazines. 

MR. CAMP: They indicated what 
the date would be on their first edition and 
you told them you wanted it eight days in advance? 

THE WITNESS: hey wdid not). 
They did not call me when it was coming in and 
they didn't phone me and I didn't know when 
it was coming. They didn't do that. If they 
had, it would have gone out on time. 

MR. CAMP: It was just left in 
the warehouse? 

THE WITNESS: We didn't ae 
what it was. We were not informed. They were 
Supposed to phone me and tell me the Music 


Guide was going to arrive at such and such a time, 
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Toronto, Ontario 
and’ it would be put in the chain of events and 
it would have been then met the same date, sale 
date. This is a very isolated case. 
MR. CAMP: I think I am principally 
interested -- I doubt you could really assist 
me much as to why retailers were reluctant to 
accept: 1%, 
THE WITNESS: i couldn't rtell you. 
MR. CAMP: I don't know either. 
THE WITNESS: They accepted 
Buy and Sell so why wouldn't they accept this? 
NR. CAMP: I don't expect you 
can answer that, but these are the facts of the 
matter. 
THE WITNESS: LACan Ses 
MR. CAMP: As I see them. 
THE CHAIRMAN: I am very interested 
in one point which was made through your counsel 
in response to a question. He asked the question -- 
I think this is correct, Mr. Sedgwick: "Does 
anyone outside Metro News in Toronto have any 
voice in the selection of titles on paperback 
books?", 
MR. SEDGWICK: That Ls, PLeENt 
THE CHAIRMAN: And you said 
"No", or "Absolutely not", or something of that 
kind. Now, that has been your understanding 
since January lst when you first became engaged 
with this firm. May I ask you, then, sir, 


certain questions in connection with your 
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relationship with the firm: Is it correct that 
you we the general manager? 

THE WITNESS: Absolutely. 

THE CHAIRMAN: Of the Canadian 
operation? 

THE WITNESS: Yes. 

THE CHAIRMAN: Does this also 
mean that you are managing under a contract the 
operations in Belleville and London and those 
places, it is all coordinated? 

THE WITNESS: I am general 
manager of Metro Toronto News Company. They 
operate’ acquisitions and I am manager of 
acquisitions. 

ote THE CHAIRMAN: You are operating 
acquisitions as well? 

THE WITNESS: Yes. 

THE CHAIRMAN: Are you an officer 
of Metro Toronto News Company Limited? 

THE WITNESS: I am not. 

THE CHAIRMAN: Are you an officer 
of the partner with Metro Toronto News Company 
Limited in the Metro Toronto News’ Company 
operation? 

THE WITNESS: I am not. 

THE CHAIRMAN: You are not. Is 
it fair to say you are an employee of the 
limited partnership? 

THE WITNESS: I am a 50 per cent 


employee of the partnership. 
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1 THE CHAIRMAN: I see. Have you 

2 a written contract with the company? 

3 THE WITNESS: No, I do not. 

4 THE CHAIRMAN: You do not. Have 
5 you any understanding from your employer as to 

6 the nature of your duties? 

7 THE WITNESS: Yes, I do. 

8 : THE CHAIRMAN: And from whom do 
9 you receive instructions as to the nature of your 
10) duties-as general manager? 

11 ; | THE WITNESS: From Metro Toronto 
12 News Company Limited. ; 

13 : THE CHAIRMAN: What a erhae of 

14 that company instructed you as to your duties? 

15 hi ~~ THE WITNESS: Mr. Mark Molasky, 
16 President. 

17 THE CHAIRMAN: He is the president 


ofuthe,company.,..Is*it fair to say that your 
employment can be terminated by the president 
of that company for cause, or whatever reason, 
it is in his hands, in the company's hands? 

THE WITNESS: Absolutely. 

THE CHAIRMAN: And it is true, 
therefore, that the policies under which you 
operate and the terms of reference under which 
you operate as general manager, are reoeived 
from the president of the company or from the 
Board of Directors, is that not correct? 

THE WITNESS: Yes. 


THE- CHAIRMAN: That is correct. 
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So that, at this time it is within the competence 
of the Board: of- Directors, or the president 
to change’ the terms: of referenae of your employment 
or at any time the Board or president, or in 
combination, so wish, is that correct? 

THE WITNESS: Absolutely. 

THE CHAIRMAN: So that at any 
time there-is°a change- in policy-which could 


be made effective, which would change this 


existing policy-as of January lst with regard 
to where the selection of titles 18, in fact, 
“made, is* that correct? 

THE WITNESS: Noy it isn't. 


THE CHAIRMAN: Tell me why? 


THE WITNESS: When I was appointed 
general manager of Metro Toronto News Company, 
with full control of the operations, I had to 
produce the sales, I had to produce the Prorivs 


it don’ oy i, don't nave. a 1OD. 


THE CHAIRMAN: That may be, but 
the decision, therefore, whether you are a general 
manager and policy remains in your hands. This is 
a Pact, | 

THE WITNESS: That is. a fact. 

THE CHAIRMAN: Now, I think that 

we have covered that point. I think you have been 
fairly direct with your evidence. It certainly 
bears on the question Mr. Sedgwick raised, but 
I wanted to get through to you the kind of 


perspective as to where the control, in fact, lies, 
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so that none of us are under misapprehensions. 
I-wonder, Mr. Holland, have you anything that 
you wish to ask? 


MR. HOLLAND: Yes. 


“RE-EXAMINATION BY-MR. HOLLAND: 


Q@. Mr. Romanez, I am showing you 


a letter, at least a copy of a letter, obtained 


“by subpoena’ from McLean Hurltier Limited. Are 


you familiar with the letter hereof Pierce 
News Company, dated May 3rd, 1971? 

A. Yes. 

MR. HOLLAND: I have just given 
a copy to Mr. Sedgwick and perhaps he can 
confirm that is Mr. Molasky's signature. 

MR. SEDGWICK: Yes. 

MR. HOLLAND: He has confirmed 
it is Mr. Molasky's signature. 

Q. Perhaps we can go through 
this letter together, Mr. Romanez? 

THE CHAIRMAN: Have you a copy 
of that we might have, please? 

MR. HOLLAND: Yes, sir. 


THE CHAIRMAN: Are you going to 


put this in as an Exhibit? Thatuwill be: No.) 169, 


~~-EXHIBIT NO. 19: Copy of letter from Pierce 


News Company to MaLean Hunter 


Limited, dated May 3, 1971 
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MR. SEDGWICK: I didn't want 
Someone to be charged with forgery. 

MR. HOLLAND: Q. If we can 
just read through this letter together, Wr. 
Romanez, dated May 3rd, 1971, addressed to Mr. 
Claire Ingram, Manager, McLean Hunter Limited, 


481 University, Toronto 2, Ontario: 
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Nethercut & Co. Ltd. 
Toronto, Ontario 


" 


- 3105 - g Romanez,re e 


(Holland) 


Dear Mr. Ingram; 

In the past few months there 
has been a dramatic change in the 
operational set-up of the Molasky 
complex. This letter will outline 
the various responsibilities of some 
of our key personnel. We hope you 
will refer to this when contacting 
our company. This should enable you 
to reach the right person in our 
organization to properly assist you. 

We would appreciate your 
forwarding this information to your 
department heads. We of Pierce News 


Company are confident that we now 


have the most progressive and dynamic 


organization in the industry. We 
assure you that 4& complete effort 
will be made in all our areas of 
distribution to attain the maximum 
in efficiency and sales. Our 
door will always be open and we 
hope you will not hesitate to call 
on us. 

Sincerely, 


Pierce News Company, 


Mark Molasky, President. 


And then attached to this letter is the list 


referred to in the letter and I refer you particularl 


under the heading "St. Louis (Pierce News) Corporate 
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Headquarters" to the name"S, Leslie Flegel"and 
under that he is described as follows: 

Co-General Manager of Operations, 
General Marketing Consultatant of 
Operations, General Sales Manager 


of Operations(please refer all 


new magazines St. Louis)". 


Now, pausing there, does this not mean, or did this 
not direct Maclean-Hunter Limited when publishing 
a new magazine to first refer it to Mr. Flegel 


in St. Louis? 


yA. No way. . 
| Q. You don't gather that from | 
this letter? | 
A. No way. 
Q. What do you gather from that? 
A, I gather from this letter 


that Mr. Leslie Flegel is General Operations | 
Marketing Consultant of all operations. If 
they refer to new magazines, St. Louis, they 
probably refer to St. Louis new magazines. I 
have never submitted a magazine to St. Louis. 
Q. You were not asked to but 
I suggest that Maclean-Hunter Limited were asked 
to do exactly that? 
A, Not to my understanding. 
Mr. Molasky could probably answer that better than 
L Can, 
Q. Let us go on, 


THE CHAIRMAN: Is there any significande 
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Toronto, Ontario 


(Holland) 


to the fact that this man is referred to as 


"Co-Manager'"? 


THE WITNESS: None whatsoever, 
As far as I am concerned he is General Manager of | 
Pierce News Company. | 
THE CHAIRMAN: It says, Co-Manager | 
of all Operations, Are you part of the operation? 


THE WITNESS: No. 


MR, HOLLAND: @Q. The next name, 
"Robert Bernstein" who is described as Vice- 
President, Paperback Books, all operations 
(please refer all paperback allotments all 


operations). 


JA. The same. 
Q. What does that mean to you? 
A. It means nothing to me. 


First of all, Mr. Bernstein, I think Mr. Molasky 
mentioned, is no longer employed. 

Q. But if you had read this 
and you were with Maclean-Hunter Limited, would 
that not mean to you that you should refer all 
paperback allotments to Mr. Bernstein in St. Louis? 

A. What it would mean to Maclean- 
Hunter, I don't know. It means to me that I set 
up my own office, I have no reference to then, 
whatever it te and this letter doesn't 
apply to me. 

Q. It doesn't refer to you but 
it does apply to a Canadian publisher, does it not? 


A, No, it does not. 
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Q. Is Maclean-Hunter Limited 
not a Canadian publisher? 

A. It is a Canadian publisher. 

MR, CAMP; They addressed the letter 
to Maclean's, 

MR. HOLLAND:Q.They don't suggest 
that anything be referred to you, they Suggest it 
be referred to St. Louis? 

A. The first paragraph ever 
here they refer to the people concerned. Maclean- 
Hunter is not concerned with Pierce News, they 
are concerned with Metro Toronto News Company. 

MR. HOLLAND: Oh, I see, those 
are all the further questions I have of this 
witness, Mr. Chairman. 

MR, SEDGWICK: On the second page 
it says, "Metro Toronto News Company, John Romanez, 
General Manager", 

DR. JEANNERET; Could I ask whether 
or not all operations under St. Louis, Pierce 
NewS, includes, shall we say, Kansas City News 
on the next page, or Louisianna News? There is 
only one name given under each of those. 
Presumably that means for all operations you go 


back to the directory on the first page? 


THE WITNESS: This I am not aware of. 


DR. JEANNERET: I know this is outside 


of your jurisdiction but I suggest that whatever 
it means for Kansas City and Louisianna, it 


applies to Metro Toronto News here or at least 


x 


; 7 oe ‘eal 

|) /, @ehiwta 2408u 
7 

nee 

west he) if oe te ats 6 <« fi : 

qaul4f <3 Per HL gan? PIMAD er a 


* 


io) vet gS eiALIOd) AK 
‘ted? oy ee Setdetes ed anitiyas Jan 
eeiaes /3 oS Dettelst 6c 

ey Fast? ant sf 
aniop sfgoeq eit of tatet yous ter 
710! b a tw berrsdrno® foun ef talnwi 


Te eal ego? ovret doi tarr4aneS st2 


ey % ’ gen b3esun tailtTi ens 2.16 OB 


eee tei «oN ,weeitein 


rs 
aly ( 7 oi ,~evGs 72 
"ora Bett t Le ain 
LAG ru 
' ' Jivrago Lls gon 4 
; r y ,pebo fo: (4¥i 
- J t @ 
=} ' i AfTO 
: : bates & ry 
ty Am ‘ 
j 
i + a . 
; i aa «Hf 
‘ “Te Oo arliiggs 


yW 


(oo i © Co) a — i ©. Se > 


=) 


10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2i 
22 
23 
24 
25 
26 
27 
28 
29 


30 


Nethercut & Co. Ltd. Solo = Romanez, 


Toronto , Ontario 


that is a reasonable interpretation of it by 
Maclean-Hunter when they received this letter which 
was addressed to them. 

MR.SEDGWICK: Couldn't Mr. Clare 
Ingram be called by Commission Counsel and asked 
if he ever did refer anything to Pierce News? 

THE CHAIRMAN: Is it the intention 
to call him? 

MR, HOLLAND: It is the intention 
of counsel to call Mr, Ingram. 

THE CHAIRMAN; On the other hanc 
there are a couple of questions which might be 
put to this witness which I think we might have 


arising out of this. How Mr. Ingram relates 


- the way he interpreted this letter is the 


important point. 

MR, CAMP: Well, I don't think I 
could be helped much but I just wonder, 
a Canadian magazine had to be bothered with 
information that didn't have any relation to it. 
The point is, who cares about Robert Bernstein? 

THE WITNESS: It has information 
on this company, who they are and how to contact 
them on the third page. 

MR, CAMP: You come up on page 3? 

THE WITNESS: Yes. 

MR, CAMP: What use is all the other 


information, "Please refer all magazines to 


St. Louis", and so on, but it doesn't say from 


where. Why? What is that supposed to mean to 
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1 Maclean-Hunter? If it means nothing, why do they 
2 send it? 

3 THE WITNESS: They sent it to 

4 all publishers and I imagine it is a form letter 
5 sent to all publishers. 

6 THE CHAIRMAN; Do you know whether 
4 Maclean-Hunter in any of its Spheres does any 

8 business with Pierce News Company? 

9 THE WITNESS: To my knowledge 

10 Mr. Clare Ingram does business with me. 

11 THE CHAIRMAN: With you? 

12 THE WITNESS: Yes, to my knowledge. 
13 THE CHAIRMAN; And that has been 
14 Since the period of cant tae Maclean-Hunter 
15 have done business with Metro Toronto News Company, 
16 is that right? 

17 THE WITNESS: Yes. 

18 THE CHAIRMAN; And, to the best 

19 of your knowledge, it has not done any business 
20 with Pierce News Company as such? 

21 THE WITNESS; To the best of my 


knowledge, no. 

THE CHAIRMAN; And, therefore, in 
answer to Mr. Camp's questioning, can you explain 
why — Pierce News Company over the signature 
of Mark Molasky would write to Mr. Clare Ingram, 
Manager of Maclean-Hunter Publishers, setting out 
all of these instructions? 

THE WITNESS: Perhaps Mr. Molasky 


could explain it. 
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THE CHAIRMAN; But you can't? 

THE WITNESS: I can't, 

THE CHAIRMAN: Have you examined 
this letter? 

THE WITNESS: Yes. 

THE CHAIRMAN; Did you know it was 
being written when it was written? 

THE WITNESS; No, I didn't. 

THE CHAIRMAN; Did you get a copy of 
it after it was written? 

THE WITNESS: Yes, I did. 

THE CHAIRMAN: Did you raise any 
objection to it? 

THE WITNESS; None whatsoever, { 
took it for what it was. 

THE CHAIRMAN: And you didn't raise 
any question about the direction, "Please refer 
all new magazines to St. Louis or please refer 
all paperback allotments all operations" -- 
you didn't object to this? 

THE WITNESS: It didn't apply to me. 

THE CHAIRMAN: I see, 

MR, CAMP: I will clarify a‘small 
matter, if I may. You own 50 per cent of the 
pocketbook publishing industry in the organization? 

THE WITNESS: Yes. 

MR, CAMP: Is the other 50 per cent 


held by a number of other people? 


THE WITNESS: It is held by one other 


Canadian in Montreal. 
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MR. CAMP: TI have a request and I 
don't know whether I have what I want in front of 
me. Could we have a full list or do we have a 
full list of all the magazines and tabloids for 
which you are wholesaler? 

THE WITNESS: You Gontt. “it 
doesn't, exist. It changes constantly, 

MR. CAMP: We have the most recent 
list you have? 

THE WITNESS: Yes, 

MR. CAMP; It would be effective 
as to when? 

THE WITNESS: Effective as of 
yesterday. 

THE CHAIRMAN: Well, can you provide 
us with a list as it 8tood, if you will, as 
of July 13th, 1971, which is what you were dealing 
with at that time? 

MR. CAMP: How many publications 
would that be? TI am not talking about paperbacks; 
I am talking about magazines anc tabloids 
which we have. -now distinguished as a4 separate 
category. 

THE WITNESS;From my Thecpaet st 
up to 1500 titles, 

MR. CAMP: On the other nad, it 
must exist somewhere on paper: you must have it 
for inventory control Or Something like that? 

THE WITNESS; I believe Mr. Ridout 


has a list of these publications, 


we Sao a et sane 

_ » Seger nis i * 

er AOR, he reneiimnd de 209 Seale oe 
epat ie toild: aie ity -dodder 

| -, ofan oot  ceueR ae 

: tinbletes angrade 92 .tnree gTaetob 


— 
Pag 


| Teor a wid wad a’ SoA , 
Tored soy Jatt 

sat REET OY 

»fuow 47 *MAD rio 
tneiw oF 8 
; | (SPT 35 8 By, 


wet » £288 WROLAD Bet 


» wae Vi .boete 2? a6 Sell a dotv By 
eiw 1% foldw (IYOL «asel voir i 
rec? “Jans ‘Je alle i3i 
Loe - . ard 
* j i 
oped « eivl et; den £6 g fed sJeqy Bivow oc 
jan goods prictiie? mas I pas 
P faferpe teeth wor evag ew aos Aw ics 
se 1 
»¥ TOM Se ee 
, 
) BHT 
seal? . bce tT ont qu 
‘ } ae iis | a°3" 2 rs ,ixS vi i 


@ornie’ Do SELt'# wed 


| ig : 
ee - ak Settee = Ja 


Ris 


i 


Nethercut & Co, Ltd. = 23103 «— Romanez, 


Toronto, Ontario 


MR, CAMP: I don't want to put you 
to extraordinary work, 

THE WITNESS: The list includes all 
the current magazines. 

MR, CAMP: This list would include 
at one time all the things you had to sell? 

THE WITNESS: Yes. You have to 
have two months or three months af invoices. 

Those are delivery invoices, for delivering the 
goods, 

MR. CAMP: Perhaps it would do if 
we could have copies of ali the forms that are 
involved in this process? 

THE WITNESS: I will have to zo 
back for six weeks or eight weeks and you will 
have duplications all the way along. 

MR. CAMP: Do you use a computer 
in. your cperatens 

THE WITNESS: Presenciys* no, 
shortly yes. 

MR, CAMP: Do you in your sales 
of publications of pocketbooks, magazines and so on, 
do you report those sales to St. Louis? 

THE WITNESS: We report those sales 
to the Metro Toronto News Company. 

‘MR. CAMP; And when they are 
reported to St. Louis I assume there must be a 
very sophisticated computerized operation there? 

THE WITNESS: I don't know the 


St. Louis operation. 


oy 


a 


Te geoctineall 


eutml ster rat bir. 9 at = Pal it 
"lise OF set woe apie oid ifs: ents ano 36 
42 weal wa nay sC2SnTS Say | J 


’ 


lov! Seino semis wo addnos owe ovat 
tveilab soT ,asdlorn? yteviioh eis saodt 
. iat 

eqautiwt 23H25 iM 
ywvot wd EE6- t6. walgod aved Diwoo, ow 
fegece te Seino of bevioval 


rou iitw I iSeantiw aay 


y Fao aaleow deste co etesw xio sit soe 
‘a vew sar ite meoignoltaud rw Gsi 

t é uvey 60 MAD me 
tro.t2 e1syo “acy al 

vViJaseett LT. Baer 
ey. Yiogena 

~ l wor o6 TMAD AM 
7 a8 2A000fexoog Yo ano itaotidug 2 
>t aelnt weorny I1oqez BOY OP 

' : Lhe Ae 
walt af’geaveT otyaM ond od 

A “SRAS _,7iu 
| seyeee 1 eplwod .da oF beftoget 
Litesuqr@es ber solTvhiages Yiev 


aah f Sealy AHT fw : : 


- 

: 

7 

SEs ay Ege sivat ae : if 


yh 


Toronto, Ontario 


Nethercut & Co, Ltd. - 3114 - Romanez, 


‘THE CHAIRMAN: Have you been there? 

THE WITNESS: No, I ha genate 

MR. CAMP: Any of the information 
which you have with regard to sales relating to 
paperbacks and magazines is all held here? 


THE WITNESS: Yes, 


| 
MR, CAMP: The information is not 
Bent to the head office? 

THE WITNESS; No, it isn't, 

THE CHAIRMAN; Is it reported to the 
president of the soupaiys 

THE WITNESS: Yes, it is. 

THE CHAIRMAN; When he is in Canada? 

THE WITNESS: Yes, it is, 

THE CHAIRMAN: What does he do with 
it, do you know? 

THE WITNESS: As long as we send 
him the results, that is all he cares about. 

THE CHAIRMAN: In detail or 
aggregate, is it reported to him individually? 

THE WITNESS; As leng as it is 
making money he is satisfied, 

MR, CAMP: Just to assist me I would 
like to have available the whole range of your 
publications services. We have a very short list 
here, You say yeu have 1500 of them, We have 
@ dist of something lesa than @0 and then we have 
this whieh adds te that and in erder fer ene te 
get some kind of an overaview as te the extent of 
AA @peravien sueh a8 yours, i% weuld be mere eagy 
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1 if such a list were available but if you don't | 
2 have one there is no way that I can expect to get it. 
3 THE WITNESS: ‘There is none | 
4 available. 

5 THE CHAIRMAN: Would you produce it 

6 | in due course? | 
7 DR, JEANNERET: Could I ask one | 
8 question? When you are ordering your Supplies -- 

9 and I am sure quantities are changing constantly 

10 and you must be booking orders constantly too 

11 on a location basis or some way or another -- | 
12 du Sanka ddeaew ated ar actayaiealio cee) | 
13 Rmer teat aieeh Lpuneee or do you have them comet aGeltt 
14 with the orders of Pierce News and the other news | 
15 companies, Kansas and so on? 

16 | THE WITNESS; No, directly to the 


17 distributors. 
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DR. JEANNERET: You go straight 
to the distributor and straight to the customer 
yourself, you don't go through any other handling. 
I understand -it would be a waste of time if 
you did. 

THE CHAIRMAN: You mentioned one 
Subject which is of interest to me. I asked you 
whether your operation was computerized and you 
said, virtually, not yet. Will you explain 
to us, please, what plans Metro Toronto News Company 
has, as I understand you are the general manager, 


in having your system computerized? 


MR. SEDGWICK: Sunmely tir’ Chairman. 


Does that’ have- something to do with the cultural 
“life of Canada? (Laughter) Let me 
refresh your mind by looking at your terms of 
reference. 

THE CHAIRMAN: Do you wish to 
make a submission to us? 

MR. SEDGWICK: No, no, no! Wait 
a minute please. 

THE CHAIRMAN: Take it easy. 
You are doing very well amd I don't want you. 
to get excited. 

MR. SEDGWICK: I am not excited. 
I only appear to be. 

THE CHAIRMAN: We will _ glad 
to hear your objection. 

MR. SEDGWICK: I would like you 


to tell me what conceivable connection there is 
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between a computer being established in the business 
of my client and the publishing industry in | 
Ontario, the functions of the publishing industry 

in terms of its contributions to’ the cultural 

life and education of the people of the province, 
and the economic, cultural, social or other 
consequences for the people of Ontario and of 
Canada of the substantial ownership or control 

of publishing firms by foreign or foreign-owned 

or foretgn+controlled corporations or by non- 
Canadians. What possible connection can there 

be between those instructions, which are the 
instructions you are to follow, and whether or 


not my client proposes’ to computerize the business? | 


THE CHAIRMAN: Just one moment. 


Are you making a submission to us to the effect 
that this is outside of our competence? 
MR. SEDGWICK: Precisely. 


THE CHALRMAN: Is that recorded? 


THe. REPORTER. Yes, sir. 
THE CHAIRMAN: Is that your position? 


MR. SEDGWICK: Mest 


THE CHAIRMAN: You have an 
alternative, as you well know. You keep telling 
us this -- we believe you -- we know you are 
competent in this field. You know what your 
remedies are. 

MR. SEDGWICK: I know. 

THE CHAIRMAN: You are perfectly 
entitled to take them. You make a submission 


to us and we will consider that submission as is 
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our duty. 
MR. SEDGWICK: Only in reference 
to this question. 
THE CHAIRMAN: Having made it, 
we will consider it and answer your submission. 
I do not speak for my colleagues, of course. 
Therefore, they will, in their own way, if they 
wish, respond and I°- will as well, and then you 
can make a decision after that, as to what recourse 
~you feel you need to take. Do you wish to say 
something? 
DR. JEANNERET: I would make the 
observation, Mr. Sedgwick, and I have answered this 
question previously, that this was the kind of 
business -- I am sure this has already been 
decided by those running it -- that lends itself 
admirably to computerization and one of the first 
things, if I tried to decide what sort of computer 
application we were going to make, we would program 
the computer to work out a priority order in 
order of profitability or in order of something 
else, and presumably it would be profitability. 
That is of some cultural significance, I think. 
I think that would be the . relevance of the 
question, as I see it. I don't know if you 
had that in mind. 
MR. SEDGWICK: He can uener 
the question. 
THE CHAIRMAN: I am sorry, sir. 


You have put on the record your objection and we 
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‘are going to respond to it, in case you wish now 
to take’ some other opportunity of recourse. 
MR. CAMP: I am lost, Mr. Chairman. 
(Laughter ) 
MR. SEDGWICK: I think we are 
going too-far- afield. 
THE CHAIRMAN: Now, Mr. Sedgwick, 
you have stated your position and Mr. Jeanneret 
has’ givenhis view of his objection. I will give 
my view. First of all, the whole question of the 
economic, cultural, social and other consequences 
for the people of Ontario and of Canada of the | 


substantial ownership or control of publishing 


firms by foreign or foreign-owned or foreign- 
controlled corporations; the point that I am asking 
about bears° very directly on the economic 


consequences, both as, if you will, cultural. 


I am concerned and I want to ask a question as 

to whether or not it is the intention to put the 
computerization, which is perhaps about to occur, 
here in Metropolitan Toronto with a computer hooked u 
in, St .wouls. Now, if there is such a computerized 
selection contemplated, this is something that 

is of interest to the Commission because it bears 
very directly on the whole terms of reference. 

As far as I am concerned, we have a broad scope 

and we have the terms of reference which ane 

quite broad and we are concerned in the public 
interest, as is our direction. Sorthissisathe 


reason for the question and I think it is a very 


- ase one 
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simple question which ought, for those reasons, to 
be answered by this witness. I and my colleagues, 
I take it, will so direct the witness and if 
you wish to object to-the answer, if you wish 
to take recourse elsewhere, with the vast knowledge 
you have, which we recognize, you may take steps 
to counteract.* > -In. any event, those are.the 
reasons I would add to those of Dr. Jeanneret. 

MR. SEDGWICK: I don't propose 
to make a’-mountain out of a molehill. Answer, if 
you know the answer. 

THE WITNESS: I know the answer. 
We are not going to be hooking up with St.Louis. 

THE CHAIRMAN: You see, if you had 
left it, we would have finished that. 

Do you have any questions? 

MR. HOLLAND: No, Mr. Chairman. 

THE CHAIRMAN: That will be all, 
Mr. Romanez. 

Mr. Romanez, you have helped us 
very: much in your evidence and we appreciate 
your attendance. We know you are being watched, 
not only by the Commission, but by the people who 
engaged you. You are under pressure from both 
sides. Thank you. 

THE WITNESS: Thank you. 

MR. HOLLANDs: Mrs Chet awled. I would 
‘like to clear’ up what may be some misunderstanding 
that has arisen in connection with the investigation 


prior to these hearings. I understood from what 
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Mr. Sedgwick said before lunch, that investigators 
from my office’ had been in the local office of 
Metropolitan News’ Company for a week or two. 

THE CHAIRMAN: He used the 
word "constantly". 

MR. SEDGWICK: I was mistaken 
as to°’who was there. It turns out the people 


who were there- were representing the Director of 


Investigation and Research of the Combines Investiga- 


tion Act, Ottawa, and*“were there in response to 
‘an invitation- extended by this Commission. 

THE CHAIRMAN: What we invited 
them to do was’to take a report. 


MR. SEDGWICK: Indeed they did. 


MR. HOLLAND: Mr. Chairman, before 


calling the next’ witness, I would like to say 


that we have here, Mr. Ernest Colebourne of 


Belleville’ under subpoena. The purpose of subpoenain 


Mr. Colebourne was to have him produce a statement 
of profit’ and loss of Upper Canada News Limited. 
He has produced this to me and it is dated 
September 30th, 1970, and rather than call him 
to prove it, I would like to file it, unless 
Mr. Sedgwick has any objection. 

THE CHAIRMAN: Has Mr. Sedgwick 
seen the document? 


MR. SEDGWICK: Pane VOT! vhs 


MR. HOLLAND: While Mr. Sedgwick's 


associate is looking at that statement, perhaps 


I may call the next witness. Mr. Frederick O'Brien. 
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‘FREDERICK O'BRIEN, sworn 


---EXHIBIT NO. 20: Statement of Profit and Loss 
: Upper Canada News Limited, 
dated September 30, 1970 


EXAMINATION BY-MR. HOLLAND: 


Q. You are appearing here under 
subpoena, Mr. O'Brien? 

As Yess 

Q. Where doyou reside? 

A. delive iin Hamilton, Ontario: 


Q@. Are you a Canadian citizen? 


Q. How old are you? 
A. 4S, 
Q. What is your present position 


with Mountain City News Company Limited? 


A. I am President of the corporation 


Q@. How long has that company 
been in business? 

A. It was started in 1907. 

Q. I believe that company operates 
in the Hamilton area? 

A. Correct. 

Q. Has it always been a family 
conpany. if you;cean call it that? | 

A. Yes, it has. 

Q. What is the gross sales or 


what was the last figure for the gross sales of 
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Mountain City News Company Limited? 

A. $1,675,249. 

Q@. Would you look, please, 
at Exhibit 3, which is’ the map of Southern 


Ontario- and point out the area, the geographical 


area serviced by Mountain City News Company Limited? 
A. This blue area here (indicating). 


Q. That ts just around the Bay --- 


A. From Burlington along the 
Lakeshore and halfway down the Niagara Peninsula 
from Grimsby to Beamsville. 

Q. Right. I believe you are 
also, at the present time, a 25 per cent owner 
of Kitchener News Company? 

Awe nat “er correct . 

Q. Would you point out on 
Exhibit 3 the geographical area covered by 
Kitchener News” Company Limited? 

“A. This area here in blue. 

Q. The light blue area? 

A. Around Kitchener, Guelph, 
Galt and Hespéler. 

Q@. And does Metro Toronto News 
Company abut the Kitchener and Hamilton areas? 

A. Yes, they do. 

Q. As a matter of fact, do they 
go all around Kitchener and Hamilton and service 
all around those two areas? 

A. Not the Niagara Peninsula 


but the other area, yes. 
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Q. ~That) is: on the north and on 
the west and on the southwest? 

Ae > That, Ge correccy. 

Qs And do you have the gross 
figure for Kitchener News Company Limited, that 
is the gross sales? 

| A. $2,344,029. 
Q@. I understand that you manage 


for your father, General News Company -- I am sorry, 


General News and Novelty Company Limited in 
Brantford? 
Avi acorrect: 


Q@. Your. fathermis ah... OBrien? 


ArypeGorreac. 

OQ. Howvotldits your viather? 

Wee. 85). 

Q. Where does he reside? 

A. In Hamilton. 

@. That, isa family company? 

A. He owns it. 

Q. Will you point out on the map, 
please, the geographical area covered by 
General News’ and Novelty Company (Limited? 

A. The area here in brown, 
primarily it runs along Brantford, along Lake 
Erie, Delhi, Simcoe, Tillsonburg. 

@. That abuts the Peeters 
serviced by you in Hamilton? 

A. Yes. 


Q@. What were the gross sales for 
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: that’ company in-the last year? 

2 tJ A. $647,876. 

3 #0: Qe Do I understand you also 

4 manage National News Company Limited in Ottawa, 
5 also for your father? 

6 Ay - (neu is correct. 

7 Q. Would you point out the 

8 area’ serviced’ by National News Company Limited 
9 in Ottawa? 

10 A. The brown area here and in 
il Ontario we cover from Buckingham to Aylmer on 
12 “the Quebec side, including Hull. 

13 Q. What were the gross sales 
14 of National News Company Limited in Ottawa? 

15 <p Ae He 22849535 . 

16 @. We have heard some evidence 
17 about a small company known as Wentworth News 


Agency Limited. Where is that located? 

Any Ltr is ,-hocatediginm the City 
of Hamilton. 

Q@. And what service does that 
company esi 

A. It provides a service within 
the city limits, primarily for TV Guide and 


Capital Distributing Company Limited. 
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(Holland) 
Q. And TV Guide is distributed 


by Triangle Publications? 

Ns Correct. Now, I must point 
out that outside of the city TV Guide and Triangle 
Publications are serviced by Mountain City News 


Company Limited, 


Q. That is your company? 
A, That is correct. 
Q. So, this is just a little 


island in the City of Hamilton for TV Guide and 
the publications distributed by Capital? 

A. That is right and in the 
city too, I must say that we handle other lines 
other than TV Guide and Seventeen, the other 
Triangle lines we handle both city and country, 
the Popular Library, for example, all these are 
handled by one Mountain City News. 

Q. And who is the present owner, 


as far as you know, of Wentworh News Agency 


Limited? 
A. It is either the Estate of 
Mr. Mac Fensky or his widow. 
Q. When did Mr. Fensky die? 
A. Within the last few months. 
Q. You have indicated that you 


own a company and control or manage some other 
companies and you have shown us the areas. Do 
you shat ete a Wiagia ter of primary publications 
in the Triangle Publications and MacFadden-Bartell 


is that all you manage at the present time? 
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(Holland) 
A. With the exception I have 


indicated of Wentworh News Company, yes, I do. 
Q. And also with the exception, 
I think, of Kitchener? 


pa Yes. 


Q. And with the exception of this 


problem, if I could cad: it that, of Kitchener, 
have you enjoyed good relations with Triangle 
and MacFadden-Bartell? 

A. For many years. 

Q. Have you lad any complaints 
from Triangle or MacFadden-Bartell as to way 
in which you onercuea these other companies? 

A. Only in the normal course 
of business . which we might receive from any 
publisher if he is unhappy about something, but 
nothing out of the ordinary. 

Q. In January or February of 
1971, did you meet at the Inn on the Park in 
Toronto with Les Flegel who, I understand, is 
the manager, ae co-manager of Pierce News 
Company Incorporated of St. Louis and with 
Terry Cosgrove who was then the manager of 
Metro Tyronto News Company and with Reg Halliley 
who I understand at that time was a 60 per cent 
owner of London and the owner of the Sarnia 
area concerning the wholesaling of publications 
to Dominion Stores? 

A, Yess -L.02.0; 


Q. And at.this meeting did you 
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i mention that you might be interested in selling 

a your interest in Mountain City News Company? 

3 A, Yes, in a facetious sort of 
4 manner, We were having problems with Dominion 

5 and I made the remark publicly that maybe it 

6 was time I should sell out, 

7 Q. While we are dealing with 

8 this, what problems were you having with Dominion? 
9 A, Well, at this particular 

10 time they were considering throwing out magazines 
11 throughout the entire chain and that would have 

12 meant a loss of a lot of volume for us. 

13 Q. And as a result of this 

14 remark that you made, did you receive a telephone 
15 call from Mr. Flegel from St. Louis? 

16 A. Yes, I did, 

17 THE CHAIRMAN: Before you proceed 
18 further, counsel, would you ask the witness to 

19 explain what he meant by that last remark about 

20 the magainzes being thrown out and so forth? 

21 What did you mean by that? 

22 THE WITNESS: Well, Dominion Stores 
23 were not satisfied with the profit they were | 
24 getting from magazines and were considering removing 
25 them from their stores, 

26 MR, HOLLAND: Q. Do you mean by 

27 that, removing them completely or arranging for 

28 some different method of wholesaling? 

29 A, No, deleting them entirely 
30 


a from their smaller stores or removing them from all 
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their stores, 
Q. Then we got to the point 


where Mr. Flegel of St. Louis telephoned you? 


A. Yes. 
Q. And what did he say? 
A. He asked whether I was 


serious about my offer to sell and I said, "Well, 
everything has a price", 

Q. And as a result of that 
telephone conversation, what happened? 

A. Mr. Flegel and Mr. Mark 
Molasky came to Hamilton at which time I 
Supplied them with some information, I did not 
Supply them with a financial statement. I 
Suggested to them the price that I might consider, 

Q. What wes that price? 

As $800,000 and suggested to 
them that price and then I said I was going away 
on winter vacation and that I would make a 
decision at a later time. As Mr, Molasky said 
yesterday, I was within the ball park and we 


could probably move on to negotiation. 


Q. And then you went on helidays? 

A. Yes. 

Q. What happened when you came 
back? 

A. I had a call subsequently 


from Mr. Flegel and Suggested that at this time 
I was not interested in selling. 


Q. And I think you have already 
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Nethercut & Co, Ltd. - 3130 - O'Brien, ex | 
yQO ae (Holland) 
indicated that you are a 25 per cent owner of 
Kitchener News Company Limited. Who were the 
other owners of that company? 

A, The other owners are Bramall 
from Vancouver, British Columbia. 


Q. For what percentage? 


A. 25 per cent. However, it is 
Mr. Bramall's intention at the request of his 
manager to sell him 11 per cent of his interest -- 
il per cent of the total company so it would be 
14 per cent Bramall and 11 per cent Grubb. 

Q. 25 per cent you and how 
about the balance? 


A, 20 per cent to Mr. Terry 


Cosgrove, 20 per cent to Gordon & Gotch( Canada) 
Limited and 10 per cent to Mr.William F. Smith. 

Q. And I believe that these 
purchases purchased from Harold Hill and Louis James 
Hill, this business by agreement dated the 20th 


day of April, 1971? 


A. That is correct. 
Q. I am showing to you what I 
believe is a copy of the agreement, Would you 


be kind enough to look at it and see if you verify 
this signature at the bottom? 

A, Yes, sir, that isa .true 
copy. 

MR. HOLLAND: Could this be the 


next exhibit, Mr. Chairman? 
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| Nethercut & Co. Ld. - 3131 - O'Brien, ex 
yNO ie Gina. (Holland) 
1 ---EXHIBIT NO. 21: copy of agreement dated 
; April 20th, 1971. 
3 MR, HOLLAND: Q. I should point out 
4 to you that attached, I think, to the original 
5 agreement dated the 20th day of April, 1971, was 
6 a profit and loss statement and I believe it is 
7 your desire that this profit and loss statement 
8 not be made public? 
9 Ae That is correct. 
10 THE CHAIRMAN: I beg your pardon? 
11 MR, HOLLAND: Mr. Chairman, attached 
12 to this original agreement was a profit and loss 
13 Statement which formed part of the agreement. 
14 Mr. O'Brien has indicated to me that it is 
15 his desire that this statement not be made public 
16 and I do not think that it should form part of the 
17 exhibit and it is not attached to the copy that 


I have given to you, Mr. Chairman, to be marked 
as an exhibit. 

THE CHAIRMAN: So be it. 
We are up to Exhibit 21 now which is the agreement 
between Mr. O'Brien and Messrs.Hilland I understand 
the next document which is to receive the 
confidentiality © is the financial statement. 

MR, HOLLAND: If I may put this 
profit and loss statement to the witness at this 
time? 

Q. I am showing to you a 
financial statement. Is that a copy of the 


financial statement attached to the last exhibit? 
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Nethercut & Co, Ltd. - 3132 - O'Brien, ex 
(Holland) 
A, Yes, it is. 
Q. And it is your request that 


this statement be kept confidential? 
A, Correct. 
THE CHAIRMAN: It will be so 


received. That will be Exhibit 22. 


---EXHIBIT NO. 22: Financial statement, profit 


and loss statement, attached 
to Exhibit 21. 


MR, HOLLAND: Q. What was the 
purchase price under the terms of this agreement? 


A. $532,000. 


Q. And, I belie e, the bapngtes, 


closed on the 3rd day of May, 1971? 

A. That is correct. 

Q. Now, prior to entering into 
this agreement dated the 20th day of April, 1971, 
did you or did anyone on behalf of the purchasers 
communicate with the North American distributors? 

A. No, we did not. 

Q. From the areas of southern 
Ontario that you controt or manage, it would seem 


that you have some knowledge of this business? 


A, Yes, 1 do. 
Q. How long have you been in 
the business? 
A. 25 years. 
Q. Can you tell us whether or not 


it is usual to seek a prior agreement of the 


North American distributors to a sale such as this 
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Nethercut & Co. Ltd. - 3133 - O'Brien, ex | 
(Holland) 
Toronto, Ontario | 
1 or @ purchase such as this? | 
2 A. Yes, | 
3 Q. It is usual? | 
4 A. Yes, 
5 Q. Why was it not done in this | 
case? 

6 | 
7 A I would say for two reasons, 
8 one, Mr. Harold Hill did not wish to have 
9 associations with a lot of other people and did not 
10 want it to become common knowledge; second, 
i he had legal problems inasmuch as the attorney 
12 that drew this agreement did not get it into our 
13 hands until the 20th day of April, when we expected 
14 to have it some six weeks prior to that time, 
15 As a result, from the 20th 
Miami we were unable to communicate really with 


16 of April until the convention was being held in 
any of the publishers and inform them that we were 
in agreement to buy this agency and ask for their | 
blessing. | 
Q. Following the signing of the 
agreement, did you or anyone on behalf of the 
purchasers approach the North American distributors? 
A, Mr. Bramall, one of the partners, 
was scheduled into Miami and it was his intention 
at that time to discuss the matter with the 
publishers. 
Q. It was his intention to do that? 
As Yes. 


Q. What date was he due in Miami? 
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Nethercut & Co, Lid. - 3134 - O'Brien,e 
) yNO eis hans (Holland) 
A, It would be the Thursday pial 
the 20th. I believe the 20th was a ina dace so it 
would be the following Friday, the 23rd or 24th, 
or somewhere around there. 

Q. Then, on April 21st, the day 

after this agreement was signed,did you have a 


conversation with Mr. Hill, one of the vendors, 


concerning Triangle Publications? 


A. Yess wdc, 

Q. What did Mr. Hill tell you at 
that time? 

A. Mr. Hill told me that he had 


just received a call from Mr, Lichtenberg advising 
him that the TV Guide franchise was not for sale 
and they would not go for this particular trans- 
action, 

Q. That was the day after this 
particular agreement was signed? 

A, Yes. 

Q. And that is Mr. Lichtenberg -- 
what position does he hold with Triangle? 

A. He is the Circulation Director 
of all Triangle Publications located in Radnor, 
Pennsylvanie. 

THE CHAIRMAN: Was there any indicatio 
as to how Mr. Lichtenberg knew on the 2lst that 
the agreement had been signed the day before? 

THE WITNESS: I did not know until 
the testimony yesterday how he was advised. 


MR. HOLLAND: Q. At this stage there 
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Nethercut & Co, Ltd. = 3135 - O'Brien, ex 


(Holland) 


had been no communication as far as you know 


of the purchases of Kitchener with Triangle? 


A, No. 
Q. Which Mr. Hill was it that 
told you? 
A. Mr. Harold Hill. 
Q. As a result of this conversation 


with Mr. Harold Hill, what did you do? 

A. The following day I phoned 
Mr. Lichtenberg to try and straighten the matter 
out at which time he told me that we would not 


be the distributors for TV Guide in the Kitchener 


area. 
Q. That would be on April eend? 
A. Yes, 
Q. Can you please explain to 


us the importance of having the wholesaling rigts 
for TV Guide? 

A. Well, in economic terms it 
is 42,000 a week at 2 cents a copy commission to 
the wholesaler which is $880 a week,times 52 


which is an awful lot of gross profit. 
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Toronto, Ontario 


(Holland) 


Q. How does that publication 
compare with the other publications that you had? | 
a A. Far superior to anything else, 
much greater than any other individual item in 
the line. 


Q. So this was quite a blow to 


you, as one of the new purchasers of this business? 


A. Yes, sir! | 
Q. When you phoned Mr. Lichtenberg 
on the 22nd, can you remember, or tell us, as 
best you can, exactly what was said? 
“A. I had indicated to him that 
we were’ a group of Canadians trying to keep 
this area Canadian, and he indicated to me that 
TV Guide in Canada was a Canadian company and 
purchased Canadian paper and hired Canadian personnel 
and used Canadian printers, and they would pay 
Canadian income tax, and that way it would stay 
Canadian. 
Q. Was this a pleasant, happy 
sort of conversation? 
A. Heated. 
Q. Heated? 
A. Heated. 
Q. Did he give you any reason 
for the cancellation of the right to distribute 
TV Guide in the Kitchener area? | 
A. I will have to think about that. 
I am not sure whether he told me the same 


asthe had told Harold Hill, that the TV Guide 
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Nethercut & Co. Ltd, - ea TY O'Brien, ex 
Toronto, Ontario (Holland) 
franchise was never for sale. I am not sure 


whether he told me that or not. I can't recall. 

Q. Did he give you any other 
reason that™ you can remember? 

A. No» 

THE CHAIRMAN: Did he give you 
any reason at all? 

THE WITNESS: Nose AS: Db .sayign 
am confused in my mind whether Harold Hill told 
me that he-had told Harold that the TV Guide 
franchise was not’ for sale. Whether he told me 
that the next day- or not, I can’t recall. 

MRia CAMPs What does "not for 
sale" mean? 

THE WITNHSS: bie it abs p60dd sirom 
one person to another, it does not necessarily 
mean the TV Guide franchise will continue. 

DR. JEANNERET: What is sold? 

~- (THE WITNESS: The butilding » she 
trucks, fixtures, inventory. 

MR. CAMP: You must have assumed 
when you purchased it, it would involve TV Guide? 

THE WITNESS: Certainly. We had 
no suspicion of this at all. I must say that 
in a subsequent letter which I wrote to Mr. 
Lichtenberg, that the whole pattern due to the 
lateness of the filing, the early signing of 
this document was the 20th of April. We wished 
to take it over on the 28th of April because 


that was the fiscal year end of the corporation, 
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Nethercut & Co, Ltd. s 3138 O'Brien, ex 
) Toronto, Ontario (Holland) 


i as you can see from the financial statement. It 
- was a logical time to take it over but due to the 
3 lateness of the lawyers involved, it was bad 

4 timing all around. We admit it. In the normal 
5 course of our business, we should have given Mr. 
6 Lichtenberg advance notice. 

7 ire: DR. JEANNERET: Were those 

8 physical assets worth anything vaguely resembling 
9} $532,000? 

10 “s-- = (TE WETNESS: No. 

11 DR. JEANNERET: So there was 

12 something else for sale? 

13 : THE WITNESS: Certainly, goodwill. 
14 THE CHAIRMAN: Mr, O'Brien, 

15 you called Mr. Lichtenberg. Surely he must have 
16 given you some specific reason, aside from your 
17 omission or failure to ask him blessing or 


consent. Wasn't there some other reason? 

THE WITNESS: The only thing. that 
I recollect was that he said the decision had 
been made. 

THE CHAIRMAN: The decision had 
been made. This decision had been made the day 
before a wake ait? » 'Onuthe 216t2 

THE WITNESS: I think so, when 
he TOld Wir aid is. 

THE CHAIRMAN: What time of day 
did you call Mr. Lichtenberg on the CEN (AO, WOM 
know? 


THE WITNESS: No. 
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'B 
Bi cube lee O'Brien, ex 


THE CHAIRMAN: Therefore, you 
wouldn't know when Mr. Hillspoke with him the day 
before? 

THE WITNESS* Mrs Hi yoad ved 
me immediately after he had received thevcall. 

THE CHAIRMAN: ine tell from 
Lichtenberg, things were moving fairly rapidly | 
at this stage? 

THE WITNESS: Yes. 

MR. HOLLAND: Q. OiMr. HL told 


you the call was from Lichtenberg tohim? 


A. Yes. 


MR. CAMPS The day after you called? | 

THE CHAIRMAN: The day after | 
you signed the agreement. 

MR. HOLLAND: Q@. You signed the 
agreement on the 20th and on the 2lst Mn. Lichtenberg 
called Mr. Hill and spoke to him and on the 
22nd, you called Mr. Lichtenberg and he told you 
the decision had already been made? 

A. DG VES¢ 


@. How did you get into this 


conversation about just being a bunch of Canadians 


trying to keep the place Canadian? What brought 


that up? 

A. I thought it was my ace in 
thehole, but it backfired. (Laughter) 

THE CHAIRM iN: So your ace stayed 
in the hole. 


MR. HOLLAND: Q. 9 Dhen you told 
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Nethercut & Co, Ltd. = ARO: 
Toronto, Ontario (Holland) 


have a copy of that letter in front of you. 


O'Brien, ex 


us you wrote Mr. Lichtenberg a letter? 

Av Yes. 

Q. I am showing to you a Xerox 
copy of a letter, Kitchener News Company Limited 
to Lichtenberg, dated May 3rd, 1971. Can you 
identify that as the letter you wrote? 

A. Yes. 

‘MR. HOLLAND: May this be the 
next’ Exhibit? 

THE CHAIRMAN: Yes; ExhibitseNo. 


23. 


---EXHIBIT NO. 23: Xerox copy of letter, 
Kitchener News Company 
Limited to Lichtenberg, 
dated May 3, 1971 


MR. HOLLAND: Q. I believe you 
Perhaps 
we should go through it together. It is dated 


May 3rd, 1971 addressed to Mr. David Lichtenberg, 


Circulation Director, Triangle Circulation Company, 


P.O. Box 500, Radnor, Pennsylvania, 109088: 
"Dear Dave: 


"As we were previously 


informed by Harold Hill, the shares 


in the Kitchener News Company 
Limited were officially purchased 
by Me. Bryan Bramall, ire J.D. 
Cosgrove, Mr. Fred O'Brien, Mr. 


Nov. omith, and’ Gordon and Gotch 
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Canada Limited. Gordon and Gotch 
Canada Limited holds a 20 per 

cent minority interest in the coteany: 
and has no intention of taking 


any part in its management. 


"We regret, through unanticipated 


legal problems, we were unable to 
consult with you and request your 
approval of this change in ownership 
as’ was our intent. We apologize 
that this news reached you second-hand. 
However, on behalf of the new 
shareholders in Kitchener News 


| 


time to make official application 


for our company to represent TV 


Guide and the entire Triangle 


franchise. I am sure you are 
aware that the former owners did 

a good job for all your properties. 
I can assure you that the new 
owners will do all in their power 
to ensure that the new management 
will continue to do a good job 

and cooperate with your staff to 
improve, if possible, the services 
for the franchise. We are willing 
to come to Radnor at any time to 
discuss this entire matter. We 


sincerely hope you will give a 
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favourable reply to our application 
and respectfully request an early | 
‘ decision. | 
"With my very best regards, 
"Very truly yours, 
"Kitchener News Co. Limited, 


"Frederick O'Brien, President." 


That was the letter you wrote? 

A. That is correct. 

@. Did you receive any answer 
to that letter? 

A) Dedd dnote 

Q. Have you ever received the 
courtesy of a reply to that letter? 

“A. I have never received a reply 


in writing. I had knowledge that Mr. Lichtenberg 


was leaving on an extended vacation, so I called 
him prior to the time I heard he was leaving 
and he informed me at that time the door was 
always open, but the decision at the moment 
was that we would not get the franchise. 

Qe Was thatt on’ May 7th> e971" 
could you tell us? 

A. I would suggest it would be 
approximately that time, yes. 

Q@. Did you arrange tomeet him 
in Detroit on May the 8th? 

A. At that time we discussed 
meeting at a banquet in Detroit which we were 


bouns going tov attend. It “was er forget the 
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date. 
Os .80n Maye6th? 
A. No. Sometwo or three weeks 


later. 

Q. Did you, in fact, meet Mr. 
Lichtenberg in Detroit? 

A. Just on a social basis due 
to the fact that in the interim TV Guide people 


had invited all Canadian wholesalers to a sales 


meeting and luncheon at the Inn-on-the-Park at 


which time’ Mr. Bryan Bramall had requested a 
formal meeting with Mr. Lichtenberg. 

Q. That was June 10th? 

A. Yes. So there was really 
no necessity -- yes, June 10th. It was June -- 

Monday night or Tuesday night prior to that when 
we were in Detroit. 

Q.1) aawsee. So you just met him 
in Detroit and arranged formally to meet --- 

A. No, we had already written 
to his Canadian manager for an appointment as 
soon as we could get one. There was really no 
necessity to speak to him then. 

Q. Did you meet on June 10th at 
the Inn-on-the-Park with Mr. Lichtenberg? 

A. Yes, Mr. Bramall and I did. 

Q. About what time of ae was 


that? 
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A. Mr. Hugh Crocker was present 
as well at the meeting in Mr. Lichtenberg's room. 

Q. Who was present? 

Asya Mes ebreamall,ymyseld jie. 
Lichtenberg and Mr. Hugh Crocker. 

Q@. Mr. Lichtenberg held 4 
25 per cent interest along with his manager and 
yourvheld a 25.per’ cent interest: Who is Mr. 
Crocker? 

A. Mr. Crocker is apparently 
anew assistant to Mr. Lichtenberg. 

Q. And he comes from the United 
States as well? 

A. This is: correct. 

@. And what happened at that 
meeting? 


A. At that particular meeting 


Brian Bramall and I requested reconsideration of 
TV Guide’ franchise for the Kitchener area and 
at this time Mr. Lichtenberg advised us that 


if' for any good and just reason a retailer dealer 


in the Kitchener area did not wish his supplies 
from the Metro Toronto News Company, that we would 
be able to get copies to supply those accounts, 
subject to a check by one of their Canadian 
representatives. 

MR. CAMP: What is a good and 
Just reason? Could you give an example? 

THE CHAIRMAN: These were Mr. 


Lichtenberg's words, were they not, good and just 
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: reason? ~ I suppose the’ question, really, could 

: also be who is to be thejudge of whether the 

’ reason was good and just? 

S THE WITNESS: Yes, it was subject 

5 -- this was subject-to being checked out by the 

6 TV Guide’ representative, Canadian. 

7 THE CHAIRMAN: Would Mr. Lichtenberg 
8 judge what would be a good and just reason? 

9 | HE WITNESS: I don't know, but 

10 I would suspect so. 

11 MR. HOLLAND: Q. Did you discuss 
12 with him at all what he meant by that term, 

13 "good and just reason"? 

14 A. The manner in which he presented 
15 it to us, we were quite happy and felt there 

16 were many dealers in Kitchener that enjoyed the 

17 Kitchener News Service and liked local service, 


because, even while I differ with Mr. Molasky, 
as a local wholesaler, we can give better service 
than Mr. Molasky can in Toronto. We knew of 
several of the larger accounts in Kitchener that 
had indicated to us they would much prefer to 
receive their TV Guides from us, rather than 
from Metro. 
Q. So you thought, following 

Wigs MeCrl nee mtu Mayypuo. 16, Gol vous ohet. ot 
you went to the retailers in Kitchener and 

get. their Support, that the distribution of 

TV Guide for that particular retailer, would 


be switched back to your company? 
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A. That is correct. 

Q. As a result of this meeting, 
did you go to these various retailers in the 
Kitchener’ area’ with the request that they 
Support their application to have TV Guide 
distributed by your Kitchener company? 


A. Yes; Mr. Cosgrove, the general 


manager, visited the top accounts and they agreed 


they would prefer tohave the service from us. 

@. So the retailers wanted 
service’ from your’ Kitchener company and did you 
pass this information on to Mr. Lichtenberg of 
Triangle Publications? 

A. I passed it on to Mr. Northrop, 


his manager in Toronto, the Canadian circulation 


manager. 
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THE CHAIRMAN: Can we have some 
indication who some of these retailers were? 

THE WITNESS: Yes, Zehi's 
were one of the biggest chains in Kitchener, food 
market, Dutch Boy, Shortstop, Ontario Meat Market, 
Highway Market. 

MR. HOLLAND: @Q. And did they go 
along with your request that they would support 
your application to have TV Guide distributed 
by your company? 

A, ves; 

Q. Ane did they support that in 
writing, to the best of your knowledge? 

A. Some of them had supported 
it prior to that time in writing and as far as 
I know some of them have since written, and 
as far as I know one of the TV Guide representatives 
visited these accounts. 

Q. And this communication was 


with Mr. Northerp? 


A. Yes. 

Q. Who was the local Ontario 
representative? 

A. He is the Canadian manager 


of their circulation for Canada for TV Guide. 
Q. Has Triangle Publications 
permitted Kitchener News Company to distribute 
TV Guide in the Kitchener area? 
A. Not at this point, The 


last information I have on that is that Mr. Brian 


oe So 


a ver?) steriovli wp! enimjs Jeanie Cs) ‘ 
; 7 aS 7 
. ol Pht, Sash Sic eviP 6 Tas IA eed eT Coa al - 


teed yawn” 
Oy " A : ; ie) ~ aA 


vt | jssuper unre deiw gebte .- 


sw VS we)d oF oo llgoltiggs TaeE 


twoy to geet elites sae iew 


baw itd oto (Jade oF codag iad 
ww ennls eva:| emi? "os enoe wom J 
A y Bi Le Ts] LU 


efens bet isty 


[Toon . 3 Stow 
Hay Ai 
(Vv 
‘ae li oassetqet 
_ * 7 4 ; 
: 


bana to? nolsecuonts ti siz to° 
pipdtia)s yiragend , seem rectovitd 201 svi 

'fwin tscedosle was fed ak: 
sft iqioq Ghd 3@ 26R ») ft “ih ol 


‘0235 .ch Jon? af wade no. ee Ze 


> 


Nethercut & Co. Ltd. ~ 3148 - O'Brien, ex 
) Toronto, Ontario (Hol land ) 


i Bramall contacted Mr. Lichtenberg within the last 
2 ten days and Mr. Lichtenberg informed him at that 
3 time that he had a report from Toronto on this 

2 matter and that we would hear about it. 

5 Q. Who, orwiat company, in fact, 
6 took over the supply of Kitchener or the Kitchener 
i area with the periodicals, including TV Guide 

8 and Triangle Publications? 

9 A. Metro Toronto News Company. 
10 The initial letter ; was sent out from Toronto 
11 and as far as we know was from Somerset 

12 Enterprises but as far as we know all the billing 
13 has been done by Metra Toronto News Company not 

14 Somerset Enterprises. 

15 Q. Do you have a copy of that 
16 letter from Somerset Enterprises Limited? 

17 A. I believe I have. I 


think that was probably Exhibit No. 5. 

THE CHAIRMAN: Let us see that 
and compare it to Exhibit 5. 

THE WITNESS: No, I don't have a 
copy of it now. 

MR. HOLLAND: Q. I am showing 
you Exhibit 5, is that the letter that you 
referred to? 

A. Yes, ‘it was Supplied to us 
by some retailers who came into our office and were 
quite concerned. 

THE CHAIRMAN: Was it brought in by 


retailers? 
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THE WITNESS; The first copy was 
brought into our office by a retailer, yes. 

MR, HOLLAND: Q. When did 
Metro Toronto News Company take over the 
distribution of Triangle Publications in the 
Kitchener area? 

A. Mr. Hill, the last week 
he operated distributing TV Guide, the first 
week we took over the TV Guide was distributed 
by Metro Toronto. 

Q. So, you never had the 
distribution rights in that area as the new 
purchasers of the company? 

A. No. 

THE CHAIRMAN; I take it, Mr. Holland, 
than when reference is made to the TV Guide 
that means that all of the productions, if you will, 
of Triangle? 

THE WITNESS: Yes, that is true. 

THE CHAIRMAN: The whole Triangle 
Line? 

THE WITNESS: Yes, the whole 
Triangle line. We are still distributing racing 
form. 

THE CHAIRMAN: Yes, we heard about it 
before. 

DR, JEANNERET: Popular Library went 
with Triangle? 

THE WITNESS: Yes. 


MR, HOLLAND: Q. And can you give us 
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the date, then, the actual date that this distributi 


was taken over by Metro Toronto News? 

Ais If I had a calendar -- /% 
would be May 3rd, I would suggest. Now, we did 
distribute probably anything that was in transit 
at that time from Triangle, anything that was 
already in transit of the other items in the 
Triangle line we probably would distribute them. 

Q. So, if I can review the 
dates with you. You signed the agreement to buy 
a Kitchener company on April 20th, you received 
information from Mr. Hill that Triangle would not 
go with you on April 22nd? 

A. (oad oh A 

Q. On April 21st, and by May 
3rd, Metro was distributing in the Kitchener area? 


A. tThacsis right; 


THE CHAIRMAN: I wonder, Mr. Holland, 


if this might be a convenient time to take a 
short break? 

MR, SEDGWICK: Mr. Chairman, I 
was going to tell Mr. Holland this. I might as well 
say it publicly. It has been said to me that 
Mr. Lichtenberg who is here has to leave this 
evening and cannot be here next week. I wondered 


if it would suit the convenience of the Commission 


and Mr. Holland to interrupt Mr. O'Brien's testimony 


in order to hear Mr. Lichtenberg? He is obviously 
an important witness. I don't act for him, I 


have no control over him, he lives, as you know, in 
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the States. 

THE WITNESS; Mr. Sedgwick, I have 
no control over Mr. Lichtenberg but he mentioned 
to my colleague, Mr. Sussman, that he can't be | 


here next week and I wondered if the Commission == 


I know you want to hear from him and I wondered 
if you would consider that? 

MR. CAMP: We can always write him 
a letter. 

THE CHAIRMAN: I wonder if we could 
take this question under advisement? We appreciate 


your remarks, 


---Recess, 


THE CHAIRMAN: Can we proceed once 
again, please? 

MR. HOLLAND: Mr. Chairman, 
just before we recessed there was some question 
raised by Mr. Sedgwick about calling Mr. Lichtenberg. 


During the adjournment I have had an opportunity 


of speaking personally to Mr. Lichtenberg 
and we have arranged to have him attend on Tuesday 
next at 10 a.m. here to testify. 

THE CHAIRMAN: Very good. 

MR, HOLLAND: And Mr. Lichtenberg 
is agreeable to that. 

Q. Also during the adjournment, 

Mr. O'Brien, you mentioned to me that on resumption 
there were a few things you wanted to say to the 


Commission about the evidence you lsve already given. 
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Nethercut & Co, Ltd. - 3152 - O'Brien, ex 
) Toronto, Ontario (Holland) 


1 Would you please do that? 
2 A, I want to correct one point. 
3 


As far as Mr. Hill's original conversation with 


4 Mr. Lichtenberg was concerned, Mr. Hill informed 

5 me during the break that Mr. Northorp originally 
6 Phoned Mr, Hill and asked Mr. Hill to phone 

7 Mr, Lichtenberg so it was the other way around 

8 and then, further, :on reflection 

9 on my conversations with Mr. Lichtenberg there 

10 were two other reasons given for us not getting 

il the franchise in Kitchener. 

12 One was the participation 

13 of Gordon & Gotch (Canada) Limited which is one 

14 of the distributors, which they were not too happy 
15 about, having another national distributor involved 
16 in a company distributing their publications and, 
17 Secondly, he was not too impressed with the man 


whom'we had hired as General Manager, Mr. Cosgrove, 

Q. Does the Kitchener News 
Company at present distribute the publications 
of MacFadden-Bartell? 

A, No, they do not, 

THE CHAIRMAN: Before we go on I 
would just like to get this revision sorted out, 
particularly as it relates to who phoned when 
on what day? | 

THE WITNESS; On the 21st of April 
Mr. Northorp called Mr. Hill and asked Mr. HILIto 
communicate with Mr. Lichtenberg. 


THE CHAIRMAN: What did he communicate 
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with Mr. Lichtenberg? 


THE WITNESS; Concerning the franchise 


of the news company. At this point we were not 
Keeping it quiet particularly, News gets around. 

THE CHAIRMAN: News gets around 
fast in the industry. 

THE WITNESS: Yes, it does, 

THE CHAIRMAN: Northorp called 
Mr, Hill and suggested that Mr. Hill on the 2ist 
contact Mr. Lichtenberg? 

THE WITNESS: Yes. 

THE CHAIRMAN: So, there was a 
call from Hill to Lichtenberg and not Lichtenberg 
to Hill? 

THE WITNESS; That is correct, i 
wishéd to correct that point. 

MR, CAMP: Who got the information 
about Gotch and Gosgrove, you or Mr. Hill? 

THE WITNESS; I didn't hear you, sir. 

MR, CAMP: The complaint about 
Gotch being a distributor, being part of your 
organization? 

THE WITNESS: Mri Hill got- it. 

MR. CAMP: What date again? 

THE WITNESS; When I called 
Mr, Lichtenberg it was on the 22nd. 

THE CHAIRMAN: On the 21st, was it 
your understanding that Northorp, before he talked 
to Mr. Hill he had already spoken to Mr. Lichtenberg? 


THE WITNESS: I would only have to 
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assume that. 
THE CHAIRMAN: You don't know? 
THE WITNESS: No. 
THE CHAIRMAN: Thank you. | 
MR, HOLLAND: Q. Getting on to | 
MacFadden-Bartell Corporation, can you tell us 
why you are no longer distributing the publications 
of that company? 
A. I would have to eiewak by 
Saying that it was the decision of Mr. Al Traina 
to remove the franchise from Kitchener News and give 
it to the Metro Toronto News Company. I have no / 
direct knowledge as to why he made his decision. 
Q. Who is Mr. Al Traina? 


A. Mr, Al Traina is the 


President of MacFadden-Bartell Corporation. 

Q. And is he resident in New 
York City? 

ae His office is there, I 
presume he lives in New York City. 


Q. Dia you have any communication 


with him or anyone else of MacFadden-Bartell 


Corporation? 

A. | Yes, on May 4th, Mr. Bramall 
and I were in Kitchener with Mr. Cosgrove and we 
heard information that some publishers were 
considering moving from the Kitchener News Company 
to Metro Toronto News Company. 

Q. Where did you hear that? 


A. We heard that by a phone call 
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from Toronto, that is how we were informed of this. 

Q. Who was it who telephoned? 

A, A Mr. Jim Smallwood of 
Simon & Shuster. 

Q. And what exactly did he tell 
you? 

A. He told us that the Molasky 
family were very frankly Soliciting other franchises | 
that were presently Supplied by the Kitchener 
News Company and that some of the publishers were 
considering making the switch. Subsequently we 
started to make phone calls to -- 

Q.. Now, just a moment. Had 
Simon & Shuster been approached? 

A. Yes, this is where he got the 
information. His New York office had called him, 
Mr. Smallwood's New York office had called him. 

Q. Would you explain, just for 
the purpose of the record, what Simon & Shuster 
is? 

A. Simon & Shuster are the 
publishers and distributors of a particular line 
of paperback books called Pocketbooks and Cardinal 
Books and Washington Square Books. 

Q. And the local representative 
of this company then telephoned you and said that 
there had been an approach made in New York? 

A. That is correct. 

Q. By the Molasky group? 


& Yes. 
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Toronto, Ontario 
Q. To take over the distribution 


in the Kitchener area of the books: supplied by this 


i 


company? 

A, That is correct. 

Q. And as a result of that 
telephone conversation then what did you do? 

Ais Then Mr. Bramall and I 
started making phone calls to New York City to 
the various publishers to determine whether we 
were, in effect, going to lose Kitchener News 
altogether or whether we were going to gain. 

Q. In other words, whether 


you were going to lose your $530,000-odd or 


keep some of it? | 
A, That is correct, That is 

a lot of money so, as a result of these phone cae 

we discovered that there was some flak in New 

York so that evening we hopped a plane and went 


down to New York, 


Q. What date would that be? 

Ae That would be the night of the 
Ath, 

Q. These. Of. 244% 

A. May. We flew to New York on 


the night of the 4th of May. 

Q. You were moving pretty 
quickly at this time? 

A. We sure were. 

THE CHAIRMAN: So was everybody else. 


MR, HOLLAND: Q. And then you spent 
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the 5th of May in New York? 


A, Yes, we did. 
Q. What publishers did you visit? 
A. We visited the Kable News 


Company. We visited MacFadden-Bartell Corporation, 
We contacted International Circulation Distributors 
by phone and the Publishers! Distributors 
Corporation. We ran into the Dell Publishing 
people at lunch, we contacted the Independent 
News Company, we contacted the Curtis Circulation 
Company and we contacted New American Libraries 
who are publishers of Signet books. 

DR, JEANNERET: By this time they all 
knew about your transaction? 

THE WITNESS: That is correct. 

MR, HOLLAND: Q. Who had told them 
about the transaction? 

A. Mr. Bramall had told them in 
Miami and also Mr. Hill had written to them but 
the letter didn't get to New York prior to the time 
that we had gone to Miami so most of them were 
informed by Mr. Bramall while he was in Miami. 

Q. And what did you find out 
as a result of these conversations with these 
distributors in New York? 

A. We discovered that the 
Molaskys were actively soliciting our franchises 
or the publications which we were distributing 


through Kitchener News. 
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Q. Now, have you ever come across 
this sort Of onai dane sit T can call 4% that, 
before in your experience in this business in 
Ontario? 

A. Not in Ontario or in Canada 
that I am aware of, no. 

Q. And as a result of these 
calls and visits in New York, did any of these 
distributors: take away the distribution rights 
that you previously enjoyed? 

A. McFadden-Bartell. 

THE CHAIRMAN: You met with 
Traina: of McFadden-Bartell, did you not? 

THE WITNESS: Yes, we did. 

THE CHAIRMAN: On this trip of 
May the 5th you met person to person? 

THE WITNESS: Yes, we did. 

THE CHAIRMAN: What did Traina 
have to say to you at that time about their 
intention. 

THE WITNESS: He had given the 
commitment to Mr. Bramall in Miami that Kitchener 
News would be the distributor. Subsequently, 
when we talked to him in New York, he informed 
us that he had not made this decision and he would 

let us know what his decision would be at a later 
date and would not commit . himself on gues 
way or the other. 

MR. CAMP: When was Mr. Bramall 


in Miami? 
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THE WITNESS: Around the end 
of April he was in Miami. 

MR. HOLLAND: Q. I am showing 
to you a copy of aletter, McFadden-Bartell 
Corporationeto aap? Cosgrove, General Manager, 
Kitchener News Company Limited,dated June ord s 
1971. Did Kitchener News Company Limited receive 
that letter? 

A. Yes, they did. 

Q. To summarize the letter, 
does that letter cancel the’ franchise on a 30-day 
basis? 

AE Yes idid:: 

MR. HOLLAND: May that be the 
next’ Exhibit, Mr. Chairman? 


THE CHAIRMAN: Exh bitING).. sath) 


=-=HXHIBIT: Nowe 2h: Letter from McFadden-Bartell 
Corporation to J.P. Cosgrove, 
Kitchener News, dated June 
eee al 


MR. HOLLAND: @. Was there, 
in fact, an agreement in existence, that is a 
written agreement, between Kitchener News Company 
Limited and McFadden-Bartell Corporation, concerning 
the distribution of publications of Mc Fadden- 
Bartell Corporation? 

A. Yes, there was. 

THE CHAIRMAN: This letter was the 


first indication you had that Traina of McFadden- 
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Bartell had made up his mind? 

THE WITNESS: Mr. Bramall, who 
knew Mr. Traina better than any -oreoun groups 
made several phone calls to Mr. Traina and gust 
prior to the time that this letter was written 
by his circulation manager, Mr. Traina informed 
Mr. Bramall by telephone that we would no longer 


be the representative in Kitchener and would 


not give any reasons. 

MR. CAMP: Then Mr. Traina and 
Mr. Bramall were in Miami, Mr. Bramall did then 
report to you the conversation? 

THE WITNESS: At the time Mr. 
Bramall first spoke to Mr. Traina, there was 
no problem. 

THE CHAIRMAN: You didn't gather 
there was any problem? Mr. Traina was going 
along with the arrangements? 

THE WITNESS: Thatriserignt: 

MR. HOLLAND: Q. Was any reason 
given to you or anyone at Kitchener News for 
this switch other than the reason set out in 
this letter of June 3rd, 1971? 

A. Well --- 

Q. "Our management has reviewed 

the matter and we feel our 

interests can be served peteer 
through another means of 
distribution." 


-- is what the letter says. 
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A. To my recollection, no. 
However, if you wish, I can contact Mr. Bramall 
as he is the man who handled this on our behalf, 
and I can check that more thoroughly with Mr. 
Bramall if you wish. 

Q@. Would you please do that? 

Be NES 

Q. As a matter of fact, is it 
your belief that the distribution of the publications 
of McFadden-Bartell Corporation would be better 
served from Toronto in the Kitchener area, than 
from * Kitchener? 

A. ONG. Certainly, we fully 
believe in local service in this industry. 

@. Have you had any problems 
in connection with McFadden-Bartell Corporation 
in the areas that you manage, Hamilton, Ottawa, 
for example? 

A. None other than the normal 
course of business. Nothing serious. © might 
add that the Kitchener News Company has a big 
trophy behind Mr. Cosgrove's desk, which appointed 
the Kitchener News Company as the Canadian 
wholesaler of the year at our last national 
convention. (Laughter) 

DR. JEANNERET: They have had 
a change of heart. 

MR. HOLLAND: ay I suppose --- 

A. We stillhave the trophy. 


@. You stillhave the trophy? 
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MR. CAMP: Who is this year's 
winner? 

THE. WITNESS:,. It. 41s only when we 
have our national convention and a year ago May, 
in Montreal, it was presented to Mr. Hill. 

MR. HOLLAND: Q@. That was for 
the two years before. There won't be any 
application the next time. 

A. No. 

Q. What company is handling 
distribution in the Kitchener area of McFadden- 
Bartell Publications at the present time? 

A. Metro Toronto News Company. 

Q@. You have already told us 
about one meeting at the Inn-on-the-Park, I 
think on the morning of June LOC oO tele 
Did you attend a meeting on the same date in the 
afternoon in Mr. Molasky's room? 

Asi, SCS'5 0 tds 

@. Who was present at that 
meeting? 

A. Mr. Bramall, Mr. Grubb, who 
is the general manager of Vancouver Magazine 
Service. 

Q. He had some interest with 
Mr. Bramall in the 25 per cent of Kitchener News, 
as I understand it? | 

A. That is correct. 

@. Who else was there? 


A. Mr. Molasky, Mr. Flegel, Mr. 
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McMonigle and Mr. Romanez and myself. 

Q. Mr. McMonigle, again, is the 
Sales manager of Metro Toronto News? 

A. That is correct. 

@. This was in the afternoon? 

A. Yes, it was. 

Q. Now, would you mind telling 
the Commission generally what was said at that 
meeting? 

A. Generally there were three 
points made by Mr. Molasky to me and to Mr. 
Bramall. One, the first point was that if we 
attempted to move into Toronto with any of tne 
publications which they had franchises for in 
Une LOronvo area << 

@. By "we" you mean Kitchener 
News Company? 

A. Yes. Kitchener News Company, 
I suppose it refers to me out of Mountain City 
out of Hamilton. If we attempted to move 
into Toronto, then, they would immediately move 
whatever publications they could get into Vancouver, 
Hamilton, Brantford, St.Catharines and Hamilton. 

Q@. Did Kitchener News Company 
Limited, or Mountain City News Company Limited, 
or anyone else -- any other company you manage 
or control, have any intention of moving into 
Toronto? 

A. No. We had discussed the 


matter and realized it was an impossible situation. 
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We Just-don't- have the clout. 

Q. -You don't have the clout? 
What do yow mean by the term "clout"? 

A. The size and the backup 
financially. We don't have the financial backing 
to buck an organization that size. 

Q. Before we leave point No. l, 
would you explain the significance of the threat 
of Mr. Molasky to move into Vancouver? 

A. Well, to try and take away 
any franchises they could get and operate as a 
wholesale- operation in Vancouver. 

Q. Who had Vancouver at that time? 

A. Mr. Brian Bramall 4s the 
president of Vancouver Magazine Service. 

Q. Can you explain the Significance 
ofthe threat to move into Vancouver? 

A. My brother=-in=law, Mr, Reg. 
Jackson, has the franchise in the St .Catharines 
area and it is the same thing. He would take 
whatever franchises he eould te move inte the 
St .Catharines area, 

THE CHAIRMAN: What de you mean 
by this? We aretrying te get what you understoed, 
I think this is what counsel is after. What do 
you mean by saying they would try to get the 
franchises away? 

THE WITNESS: They would try 
to get Seleot or Triangle or Gordon and Gotoh 


or Capital or some publisher to G0 with them and 
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not with Vancouver Magazine, or not with Seaway 


News in St.Catharines. 


THE CHAIRMAN: If they were 
Successful in getting these distributors to 
gO along, what would that mean to the person serving 
Vancouver or Brantford or St.Catharines? 

THE WITNESS: He would lose 
that volume. 

THE CHAIRMAN: What would that 
mean to’ him ultimately? 

THE WITNESS: It would mean 
serious curtailment of his business and profits 
and reduction of Sie hive it lany. 

aide ' THE CHAIRMAN: He woulda extinguish 
his business? 


THE WITNESS: Hetcould. 


MR. CAMP: In other words, they 
would do unto you elsewhere what they had done 
to you in Kitchener? 

THE WITNESS: You said it. | 

MR. HOLLAND: Q@. Is that what | 
you understood? | 
A. That is the way I understood | 
ita Latiookwes tte asian implied threat. 

MR. CAMP: If I may just ask 
one question. Did you or any of the principals 
in the Kitchener company, ever indicate te Messrs. 
Molasky, Flegel et.al, that you had in mind 
considering the’ possibility of extending your 


operations? 
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THE WITNESS: No, never. 

MR. HOLLAND: Q. Let us move on 
to point number 2. 

A. The second point is there is 
a small company in Hamilton called the Wentworth 
News Company which I° have been trying to buy 
for many, many years. With the death of the 
owner, I felt, of course, at this time, maybe I 
would havea better opportunity. I have been 
unsuccessful, but I thought it would be a better 
opportunity. - Mr. Molasky informed me at the 
time that if and when Wentworth News was to be 
sold, that he- would probably have a better chance 
of getting it than I would and that if he did 
“get it, then he would operate in Hamilton the 
same way he is operating in Kitchener. 

Q. What did you understand by 
saying he would operate in Hamilton in the 
Same way as he had in Kitchener to mean? 

A. I would only have to assume 
that in addition to the TV Guide franchise, which 
he would get with the purchase of the company, 
he would have the other franchises and he might 
also attempt to take my bigger dealers, which 
he was attempting to do with all of the lines 
of all these people in Kitchener at that time, 
which we were aware of. | 

@. What was the third point 
that was made? 


A. The third point that was made, 


7 ‘4 a 
a. mee - 


_— 


-_ 


ie 


zee ol aan : 


_ 
he 


ms : 6 tina A Z 
ae 
ef iia «! pike fect bon aa i) ver mL 


a Sars 
dgmgmcasy an? Ga an eonstmen nt seingetse rE : 


vet OS geieaéd owen eed = PP mitre weit 


ut “Yb Wpsec Odr Gt Qetasy (aad yiam Ao 
ssvos 299 wore 326 ewes Ie ,32e3 Tt. a8aun 
wiinusiogys re7déd' & sent Bivens 

eT ec hiuon OL. aeqnart? > 20 , Seteesnovany 
i hepeotnd. aRZON VM | +e eenddtagye. 
buowhaey feactw Saale tant. bat?s 


i [TLSBSo%@ - Low oi” sans , Sion 


erp l.mant? ff gatsses. to 


He Hot. the al sgaaege Sfyver eto wehy FTE Tag ay 
: ta 
- . 2 
S 7 : _ a 
{ 1¢ ia. of fey @ aay 
o% 
ry 
at S 
* 5 a hy 
? 7¢ 4 ie. 
cite 
ai, *, 
ne 
) ar 34 C oLNoWw ei mitts 7 
pe e ' _ > og Yay oF E] 
srndw 7 4 
at « JA0g 
29 } OL : 
f e a 4 
( 7 ¥Bti cus 7 f 
° ? % y > « 
: ui merits f 
Pus rr *, 
” ) 4 “\ 


QO 


— 


o fo VT OKO NH 


10 
11 
12 
13 
14 
15 


16 


17 


Nethercut & Co, Ltd, 


Toronto, Ontario 


Q. 


their various outlets conform to this authorization? 


A. 


~--EXHIBIT NO. 17: 


Q. 


- 3067 - Romanez, ex 
(Sedgwick) 


And then do you, in Supplying 


Yes, 


"Suggested Authorized Title 
List, Canadian\Railway News." 


So that in the case of 


Canadian Railway News, the selection is made by 


Canadian Railway News, is that correct? 


A, 


Q. 
A & P Stores? 


outlets? 
A. 


Q. 


Absolutely. 


Now, do you also supply 


Yes, we do, 


Do they have a great many 


Yes, they do. 


And who makes the selection 


of what appears on the racks in the A & P Stores? 


A. 


Q. 


which says, 


w 


Will you look at that 
A. 
Q. 


Mr. Romanez? 


The A & P management, buyers. 


I have in my hand a document 


Attachment re blanket order 
effective February 1, 1971, 

A & P Stores, Canada, magazine 
master list approved 
publication." 

one, please? 

Yes, that is right. 


Do you recognize that, 


) 


a a : Tie ae 
a) 


-_ 


: a 

=n S « meen oe wy 
lt? Geccve id Detempeue" — EL ON TISEEene 
* «ag gawk? ad rake Pak way OF, 


: 
7 , 
. ’ , 

; ; 7 
ti S899 At ns S0nt OR .P ent a 


<¢ seta eh cedyoolee edd ,awomt yawiled maidens) 
tivo tee 2447: B2, ,eeert Yaulia® nelidens) 


yisetuioadsé, A 


eigues ogin voy ob ,wOn  . 
faewts Ie A 
ib ow © af : 
P yad ¥5 } +b? 


vad altue a 
oh . ef ai j 02 


jee onw hrs a itt 


i & A ; ioet. odd om etaeqdgs 7ecw to ar 
1 
vic? 157 A ) 3 
Oe: Oe: 1a a! evra < iv OS 
,Byee dotsiw it 


A] 


[or ed Ss 


i ‘ 
{ an p 
Orne \ (74600 
| Low 
> @ | 
] a) { 


Nethercut & Co, Lid. - 3168 - O'Brien, ex 
elie wees (Holland) 


Q. Now, I gather an inference 
from your answer Just now that you were not 
doing very much talking at this meeting? 

Ba wetto.2 Well, Mr. Bramall, Mr. 
Grubb and I had agreed in advance that we would 
go and listen and find out what they had to say. 

MR. CAMP: They invited you? 

THE WITNESS: They invited us 
to come to the meeting. 

MR. HOLLAND: Q. Who was doing 
the talking? 

A. Mr. Molasky and Mr. Flegel. 

MR. CAMP: Who is Mr. Flegel 
again? 

MR. HOLLAND: Q. Mr. Flegel 
is one of the managers of Pierce News Company 
from St.Louis, I understand? 

A. Yes 

MR. CAMP: Mr. Romanez was there? 

THE WITNESS: Mr. Romanez and 
Mr. McMonigle were there. 

MR. HOLLAND: Q. So the meeting 
was being run by the gentleman from St.Louis? 

A. Yes, 

@. Then you said you wanted time 
to consider? 

A. May I say, I wanted time to 
cool off. I was a little upset. 

@. How much time did you ask 


for or how much time did they give you? 
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: A. Well, I ran into Mr. Molasky 

2 that evening and he suggested --- 

3 Q. This was at the sociable 

4 drink at 2:00 o'clock in the morning? 

5 MWe "aves O0sotclock in the morning, 
6 that is right, or thereabouts. Then I said we 

7 would be back in a few days. I think approximately 
8 that is what I said. 

9 Q. And then, on the 14th, 

10 legislation was introduced? 

11 A. That is correct. 

12 Q. And, as a result of that, what 

13 happened in connection with these negotiations? 

14 A. Mr. Molasky called me from 

15 St.Louis’ and said that, as a result of this 

16 legislation, his offer to purchase Hamilton, 

17 Brantford, St.Catharines and Kitchener was off. 


DR. JEANNERET: ihe salesof 
Western Ontario Distributors, Lambton News Service 
and TV Carrier Sales, which actually closed on 
June the llth, has no bearing on any of this at all? 

THE WITNESS: None. 

DR. JEANNERET: When did you 
hear about that? 

THE WITNESS: I knew negotiations 
were going on all that week. 

MR. HOLLAND: Q. You have 
mentioned the fact that, as a result of this 
purchase in Kitchener, you lost two franchises, 


if we can call them that, in the Kitchener area, but 
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you also mentioned that there had been some 


activity amongst the big dealers or retailers | 
in Kitchener? What did you mean by that? | 
Had Metro Toronto News tried to move into the 
retailers in the Kitchener area? 

A. Yes, they approached Zeher 
stores, Dutch Boy, Highway Markets, Short Stop | 
and some other stores with these family reading 


centres in which they suggest -- by the way, we 


had already- inquired of them about the same thing -- 
that they would build these racks and install 
them and they would Supply them with all the 
merchandise. Now, in addition to that, they 
did build two racks and put in two pocketbook 
installations in two regular dealers, one 
in Hespaer named Cochrane and one in Galt by the 
name of Tobbs, and they put in the equipment 
but then, after the equipment was in, advised the 
stores, I gather, I have to assume this, because 
of the legislation that they would only be able 
to supply them with the TV Guide. 

Q@. Kitchener News Company is 
now using those racks? 

A. Yes, 

Q. Did Metro Toronto News Company 
succeed in converting, if I can use that term, 
any of the retailers in the Kitchener ery to 
their system of racks? 

A. Well, I assume that both 


Cochrane and Tobbs Discount had agreed vo this. 
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O'Brien, ex 


They are’ the only two that I am aware of. None 
of the supermarkets or the big chains involved 
had agreed to it that I am aware of. 

MR. HOLLAND: Mr. Chairman, those 
are all-the> questions I have at this time. I 
do point out to you that it is now just about 
&@ quarter to five. 

THE CHAIRMAN: I think what we 
would like to do is complete Mr. O'Brien's 
evidence. 

MR. CAMP: I don't. want to put 
words in your mouth or thoughts in your head, 

Mr. O'Brian, but in your conversations with Mr. 
Molasky, if they could be called that, was it 

in your mind or did he communicate the impression 
to you, that he had some special status or 
understanding as a result of which he could 
jeopardize all your operations? 

THE WITNESS: The name Triangle or the name 
McFadden-Bartell, were never used in the sense 
that you:are suggesting. It was just that 
they would move in on our territory, no specific 
publisher was mentioned. 

MRA CAME: I have another question 
which bears on something else. Your purchase 
of the onenes operation, how did you do your 
financing? 

THE WITNESS: Some money ve 
produced ourselves and some we borrowed from the 


Royal Bank of Canada. 
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DR. JEANNERET: Just a general 


question, Mr. O'Brian. Barring one little 


gap in your list of Triangle and McFadden-Bartell, 
your operation seems to be in Kitchener pretty 
much the same thing, parallel in all respects, 
to the Metro Toronto operation in iMep ole) ehevonr mel 
that right? 
THE WITNESS: On @ more modest scale 
DR. JEANNERET: On a more modest 


scale, When you say that, do you have the 


intervening jobbers between you and small, small 
retailers? 

THE WITNESS: No. 

DR. JEANNERET: Do you sell the 
booksellers: -- many, I know, but do you supply 


mass market paperbacks, for example, to the 
booksellers in your area? 

THE WITNESS: Yes, we sell then, 
but primarily we supply most of the accounts with 
mass market books. 

DR. JEANNERET: When you supply 
them, what discount do you use? 

THE WITNESS: Depending on 

their sales volume they will get either 30 per cent 
_or 20 per cent. 

DR. JEANNERET: I presume that 
if they buy direct, they can get 40 per cent? 

THE WITNESS: Yes outs! otbiinik. 
as Mr. Romanez tried to point out this morning, 


the service that we perform for the dealer is 
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more attractive to him than the extra 10 per 
cent. We will produce more sales with him and 
put more- money in the till, as he said this 
morning, by the service that we will perform 
formahin: 

DR. JEANNERET: To your knowledge, 
are your accounts free to purchase their mass 
market paperbacks either from you or from the 
publishers’ and publishers! representatives? 

THE WITNESS: I would Suggest, 
yes, but I would suggest also that a publisher 
would not be inclined, for economic reasons, to 
Supply mass market paperbacks to a small dealer. 
I don't think that he would be inclined to. 

He would much prefer to do it through us. 

DR. JEANNERET: You mean he 
would exercise some kind of prerogative 
or assume some kind of prerogative to refuse 
an order for a quantity which he would fill 
to another dealer? 

THE WITNESS? Yes. If a mass 
market was supplied direct, then we usually 
do not supply that dealer with our products, 
possibly just magazines or possibly nothing at 
all. If a publisher decides to go direct, then 
all the paperback books go to that dealer 
direct from the publisher. | 

DR. JEANNERET: But you would 
not exclude him from your periodicals? 


THE WITNESS: No, if he so desires. 
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Toronto, Ontario (Holland) 


DR. JEANNERET: Do you supply 
the student requirements of Waterloo and the 
University of Waterloo? 

THE WITNESS: We do. Well, wait 
a minute. I believe that the University of 
Waterloo has recently gone direct. Now, that 
I am sure Mr. Cosgrove can answer, if you would 
like to’ ask him that. 

DR. JEANNERET: To your knowledge, 
did they encounter any difficulty in making 
the switch? When you say they went direct, you 
mean they went direct with the whole series 
of mass market paperback publishers? 

THE WITNESS: Yes’. 

DR. JEANNERET: They must have 
done it, from what you tellus, in one, clear step. 


THE WITNESS: Yes, they probably 


- got one publisher to go along and another one, 


and so on. 

DR, JEANNERET: But your position, 
if I understood your evidence a moment ago, is 
that, if you had known of one or two that had 
gone along, then you would cut them off? 

THE WITNESS: No, we would have 
supplied them. If you would like, I could 
refer to McMaster University in Hamilton better, 
because I am more familiar with it. 

DR. JEANNERET: Let us hear about 
McMaster. 


THE WITNESS: McMaster buy all 
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their paperbacks direct, except, if they want 
something of a small gaan in a, hurry, and 
then they will call us and we will supply ite 
| DR. JEANNERET: The University 
iendee requirements, being as ee as they 
are, and widespread and fairly substantial in 
many areas, do you have any system of back ordering 
when you are not able to supply? 
THE WITNESS: Yes, we do., and if 
you would like to get into that area, we have 
a subsidiary company out of the Hamilton area, 
called Academic Book Caravan, which is a partnership 
between St.Catharine's Wholesaler, eee ae 
Wholesaler, in which we ace extensive display 
rooms and display 4000 titles and we sell ona 
very energetic basis to all the school boards, 
libraries, librarians, students, eee in 
the area. 
DR. JEANNERET: That was going 
to be my next question. What do you do in 
Kitchener? Does it operate there? 
THE WITNESS: Kitchener, at the 
; present time, selis iain to the school boards - 
as Kitchener News Company.’ I might say that we 
are considering bringing eee into the 
Academic Book Caravans pxcauee we feskctts can 
give better service in that way. We are only 
considering that. ; 
DR. JEANNERET: Where. i you give 


.30 per cent on the mass market paperbacks? Is this 
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decided by quantity? 

THE WITNESS: Primarily by volume, 
yes. 

DR. JEANNERET: By volume of 
the account of by volume of the order? 

THE WITNESS: No, by volume of 
the account. ~ Now, in the case of the regular 
mass market, it would be 30 per cent, 1fvitewas 
a 30 per cent account. In the case of schools, 
let us say we got an order from a public school 
in Hamilton for 300 titles, one copy per title, 
ene is extremely expensive to service. Now, 
we might only give 10 or 15 per cent on that order, 
but if we got an order from that school for 500 
of one title, we would give them 30 per cent. 

DR. JEANNERET: You would give 
the school board 30 per cent in that case? 

THE WITNESS: Yes. 

MR. CAMP: Getting back to the 
meeting of June 10th, is there any mention of 
Curtis Publishing? 

THE WITNESS: Mr, Molasky said 
that Curtis was not firm with us at that time. 

MR. CAMP: You were reassured? 

THE WITNESS : We were not reassured. 
Once again, Mr. Coombs dita oe give us a firm 
er unee at that time. 

MR. CAMP: You have made it firm? 

THE WITNESS: We have the same 


contract with them now. .; I believe Mr. Cosgrove 
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has that contract. 

THE CHAIRMAN: I wonder, then, if 
that’ .. could be given to us, Subsequently, 
r=" PUSscbuy a Cony Or “chat? 

| THE WITNESS: “Yes. 

MR. CAMP: Mr. Cosgrove is 
associated with you as part owner? 

THE WITNESS: As part owner and 
general manager. 

MR. CAMP: How long has he been 
in the business? 

THE WITNESS: 20 years. 

MR. CAMP: Arid in your association 
with him, you have found him efficient, competent 
and knowledgeable? 

THE WITNESS: Yes, and I would 
Say the same thing of Mr. Smith too. 

THE CHAIRMAN: This question I 
want to phrase with some degree of care and I 
hope I phrase all of my questions like that, but, 
in any event, we have already heard quite clear 
evidence from Mr. Molasky that Triangle did, 
in fact, move away from Kitchener to Metro 
Toronto News and that Mr. Molasky himself had 
solicited McFadden-Bartell and all the other 
distributors and succeeded in getting McFadden- 
Bartell. Now, in connection with your own 
position, in relation to all of the other places 
that you have an interest in, such as Brantford, 


Hamilton, St.Catharines and Ottawa, do you know 
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of anything that: would prevent Mr. Molasky or 
his associates, or any other major wholesaler, 
from soliciting in New York or wherever he 


required any one of those distributors to move 


away from you in these other places? 
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THE WITNESS: No. Likewise - couia 
do the same. 

THE CHAIRMAN: You could do the 
same? 

THE WITNESS: That is rrent.. 

THE CHAIRMAN: You would consider 
that on the basis of who was the most vulnerable? 
Would you consider yourselves to be vulnerable 
on this basis? 

THE WITNESS; We consider ourselves 
very vulnerable. 

THE CHAIRMAN: Very vulnerable? 

THE WITNESS: Yes. 

MR. CAMP: You will let us have 
the date of that previous agreement? 

THE WITNESS: We will have sth oie 
We will produce the document and give you a 
copy. 

THE CHAIRMAN: I think that 
because Mr. Sedgwick's Clients are interested 
in the evidence that has been given here we 
are to give Mr. Sedgwick the opportunity to cross- 
examine this witness, 

MR. SEDGWICK: Now? 

THE CHAIRMAN: Does it not meet 
your convenience? We could do it on Monday at 
LO-a\ ms 

MR, SEDGWICK: I will not be 
terribly long but I have with me Mr. Sussman who 


is returning to St, Louis and he is more familiar 
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1 with the operation than I am. He had some 

Z Questions he wanted to ask. It igs five o'clock. 

3 THE CHAIRMAN: Rest assured that 

4, we are prepared to hear Mr. Sussman, 

S: MR. SEDGWICK: Very well, That 

6 is why I raised it now. 

if THE CHAIRMAN: We are prepared to 

8 have the witness questioned by Mr. Sedgwick 

9 but we are not, at this point, convinced that 

10 attorneys from out of the province ought to be 

11 permitted to participate in the proceedings. | 
12 MR, SEDGWICK; That is what I 
13 | was thinking about. I think Mr. O'Brien will be 

14 back in any event on Monday because he has a clear 

15 and continuing interest. Could I reserve my 

16 cross-examination until Monday morning? 

17 THE CHAIRMAN: I don't think we 


have any objection. 
THE WITNESS: I shall be here 
Monday morning but due to the nervousness of my- 
Self I prefer it now, but if that is your wish -- 
THE CHAIRMAN: TI think for the 
convenience of all concerned, if you could return 
on Monday morning at 10 a.m. we will take you then. 
THE WITNESS; Thank you, 


THE CHAIRMAN: We will now adjourn. 


---Ad journment. 
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